March 11, 1999

MEMORANDUM FOR HILLARY RODHAM CLINTON

FROM: NICOLE RABNER
CC: MELANNE VERVEER
SUBJECT: CALL TO SEN. TORRICELLI ON BANKRUPTCY REFORM

Melanne and I recommend that you call Senator Torricelli sometime today; White House
Legislative Affairs agrees. The purpose of the call is to bolster Torricelli by thanking him for his
leadership and reminding him how much is at stake.

Background

As we discussed yesterday, there is significant movement on bankruptcy reform this
week. Senator Grassley continues to enlist Senator Torricelli as an original co-sponsor to his
bankruptcy reform bill, and their staffs have been in active negotiation. Grassley is using last
year’s conference report as his starting point -- that bill, as you know, stripped essential
balancing provisions achieved by Senate Democrats and received strong support from the
Administration. Torricelli sees his role as the ranking Democrat on the relevant Judiciary
Subcommittee as trying to achieve a bill that a majority of the Democratic caucus could support.
His staff reports that while they have won important concessions from Grassley in their
negotiations, they doubt that they will be enough for Torricelli to join the bill. Still, we
understand that Grassley and Torricelli plan to meet either tomorrow or Monday to negotiate
further. Grassley plans to introduce his bill either way next week (it is unclear whether other
Senate Democrats will join the bill if Torricelli refuses; Biden, Harry Reid, and Johnson have
reportedly already agreed to do so).

On the House side, Representatives Conyers and Nadler sent the attached letter to the
President on March 4, thanking him for his and your “leadership role” and “personal
involvement” in the bankruptcy debate last year. In addition, the Congressmen noted that
Members in the House and Senate are questioning whether the Administration “will continue to
insist that legislation be balanced, fair, and workable” even though the sponsors of this year’s
House bill were “arrogant and reckless” enough to reintroduce last year’s Conference Report
which drew a “strong and credible veto threat.” The Administration will respond quickly to the
letter, stating that the issues we cared about last year we will care about again this year. We will
also weigh in strongly once the Grassley bill is introduced in the form of a letter to the Judiciary
Committee. As you’ll recall, our major concerns with the conference report legislation are: (1)
achieving significant judicial discretion in limiting access to Chapter 7; (2) establishing
safeguards against coercive reaffirmations and violations of the automatic stay; (3) abolishing
new categories of nondischargeable debt that could compete with child support and alimony



collection; and (4) including balancing provisions that require responsibility of creditors as well
as debtors.

Talking Points for Call to Senator Torricelli

. [ wanted to thank you for your leadership on bankruptcy reform, and your commitment to
achieving a bill that Senate Democrats can support. This is a mind-numbing issue to get
one’s arms around, but as you know has important implications for families across the
country.

. The Administration supports fair and responsible bankruptcy reform. We all recognize
that the system needs fixing, but we want a bill only if it’s the right bill.

. The Administration is going to care about the same issues we cared about last year. Our
position on last year’s conference report legislation -- which stripped essential, balancing
provisions achieved by Senate Democrats -- is on the record.

. I was heavily engaged in this fight last year, and look forward to working with you this
year.
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Treasury/CEA of Analysis of Evidence on Bankruptcy Means Testing

To what extent do Chapter 7 debtors have the ability to repay a significant portion of their
unsecured, nonpriority debt? Chapter 7 bankruptcy provides an opportunity for debtors to
discharge their unsecured, nonpriority debt with minimal repayment. The “means test” of
bankruptcy reform proposals involves (1) a median-income test and (2) an evaluation of ability to
repay -- according to a formula based on IRS expenses in the House bill. Those who meet the
means test would be required to file a repayment plan under Chapter 13.

Recent Studies

1.

Ernst& Young/VISA, March 1998
Funded by creditors.

Apparently excellent data, developed using sophisticated sampling techniques from all
bankruptcy filings in the United States in 1997.

Original study analyzed the ability of debtors to repay according to the needs-based
provisions of an early version of HR 3150. Followup study prepared for Treasury
examined ability to repay under final HR 3150 provisions: gross income above 100% of
the national median (adjusted for family size), with ability to repay at least $50 monthly
and 20% of their unsecured nonpriority debts within 5 years, after making secured and
priority debt payments and paying for “reasonable” living expenses. The bill used IRS
National Collection Standards to define reasonable living expenses.

Findings: About 28% of debtors satisfy the 100% median-income threshold. About
12% could repay at least $50 monthly, and 11% could repay at least $50 monthly and at
least 20% of their unsecured, nonpriority debts. The median gross income of the 11% of
debtors so impacted is $48,000.

Culhane and White (Creighton Law School), December 1998

Funded by American Bankruptcy Institute.

Not as good data -- cases filed in 1995 from 7 judicial districts chosen to give a cross-
section of the population.

It examined the later version of HR 3150, as in the E&Y study prepared for Treasury.
Findings: About 21% of debtors satisfied the gross income test. Of these only about 4%
could repay at least $50 monthly and 3% could satisfy both the ability to repay tests. The

median gross income of the 3% of debtors so impacted is about $52,000.

Differences from E&Y: (1) Older data, possibly not nationally representative -- see
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above; characteristics of filers have probably changed since 1995. (2) More generous
income cutoff: The study applied a “one-earner” gross income cutoff for single debtors in
the median-income part of its means test. This cutoff is significantly higher than the
“household of size one’ cutoff applied by E&Y, though virtually all of the affected
debtors do not meet the expense test anyway. (3) Much more generous ‘‘reasonable™
transportation expenses. the Creighton study included as allowable expenses the greater
of the debtors’ actual payment on their automobile debt or the IRS ownership allowance;
E&Y allowed only the actual payment. Because many debtors claimed little actual
transportation expenses (e.g., they had paid off an old car), this is probably the major
source of the differences between the studies. (4) Included bankruptcy administrative
expenses, particularly the chapter 13 Trustees’ expenses, as expenses to be paid before
applying the repayment tests. The House and conference bills do not include these
expenses in the test. These expenses ($800 lawyer fees plus Trustee’s fee for review, and
a Trustee’s fee equal to a small percentage of other repayments) probably account for a
relatively small part of the difference.

The Executive Office for the US Trustees (EOUST), December 1998
Internally funded by EOUST.

National sample of “no asset” Chapter 7 filers in 1997-early 1998. About 1-2% of
consumer debtor filers have assets, and these debtors are likely to have higher incomes
than the typical filers.

Did not “score” specific means-test provisions of the House or Senate bills.

Findings: About 31% of debtors would have been impacted by the 100% national
median, “household size one” thresholds; about 18% would have been impacted by the
100% national median, “‘one-earner” thresholds. For payback equaling 25%-75% of the
excess of debtor’s income above the national median threshold, the total amount of debt
that could be paid back was $1.4-3$3.2 billion per year. This is significantly lower than
the E&Y estimate of recoverable debt of $3-5 billion. :

Differences from E&Y and Creighton: This study shows that the differences in the
share of filers affected by the “median income” part of the means test explains a large
part of the differences in shares of affected filers in the previous studies. The “household
size one” threshold of $18,762 is more stringent than the “one-earner’” threshold of
$29,780. The study used percentages of income above the national median, adjusted for
family size, as an indicator of likely ability to repay. It did not calculate the share of
debtors who could pay a significant portion of their debt after accounting for “reasonable
expenses.”
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Interpretation and Conclusions

The Table below summarizes the findings about the share of filers affected by a House-like
means test. A Senate test based on actual expenses would have a slightly higher share of affected
filers, since actual expenses are mostly lower than IRS-allowed amounts.

Treasury/CEA E&Y Creighton EOUST

Filer Characteristics Best Estimate

Meet >100% Median Income, Around 30% 28% N/A 31%
Household Size One Test (no assets)
Meet >100% Median Income, 19-21% N/A 21% 18%

One-Eamer Test

Meet Median Income and 10-12% 11% 3-4%* N/A
House Formulaic Expense Test

Share of Filers Actually Affected <10%** N/A 3-4% <10%**
if Formulaic Means Test Adopted

* Likely incorrect interpretation of House means test.
** Strict formulaic approach may allow a significant share of filers to manipulate their expenses
to avoid meeting the means test.

The studies had reasonably consistent results on the share of filers affected by the
“100% national median” part of the means test. Almost all of the “gap” filers who
meet the less generous (household size one) versus more generous (one-earner household)
median-income test fail the expense part of the means test. The more generous definition
subjects fewer filers to expense documentation but captures as many filers able to repay.

The E&Y and Creighton studies reached very different conclusions about the share
of filers who do not meet the “reasonable expense” part of the means test, because of
different methods of calculating expenses. In several key respects — especially by

. imputing generous auto expenses not reported in filings, and by including administrative

expenses — the Creighton study departed from the letter of the House means test.

The small share of filers affected in the Creighton study highlights the ease with
which many filers could avoid a formulaic means test in practice. For example, under
the IRS guidelines, many filers who do not have significant auto payments could
purchase or lease a car, and incur enough “reasonable” additional expenses to avoid the
means test. The Creighton results show that such actions would reduce the ability to
repay of many filers below the cutoff amount of the means test. EOUST also emphasizes
that IRS rules provide for discretion in many types of expenses — pension contributions,
medical and health insurance spending, life insurance, and others.



The EOUST study also emphasizes that the formulaic approach is particularly
likely to favor the wealthiest debtors, who have most ability to plan or litigate
around the formula limits. The study reasoned that the wealthiest debtors have the
most resources available to increase their expenses or debt, and to challenge any court
findings. In addition, IRS food and household expense allowances are higher for high-
income debtors — so that, for example, a high-income household of one has greater
allowed expenses than a lower-income household of five. They would also be most able
to avoid the 20% repayment threshold, by increasing the amount of debt they hold. (The
conference bill addressed this problem by imposing a fixed-dollar threshold for
repayment ability.)
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Joint Hearing ProdUces sparksw.t.;
~-On Bankruptcy Reform -

. ruptcy reform’ staged Thursday by
-Senate Judiciary Administrative

- and Commercial Law Subcommit: .
- tee Chairman Charles Grassley, R- =
- Pa,, and House Judiciary Commer-
c1al and Admmistratlve Law Sub-

- committee Chairman George

" Gekas, R-Pa,, made for an unusual o
forum for some familiar.arguments. -
:'The meeting: provrded the back-"

drop for Grassley and Gekas to pre-
. sent a.united front on bankruptcy -
" reform. Grassley, however mdl-

“cated that his bankruptcy bill,

“ which he plans to introduce Mon—
: day, will differ somewhat from the

. While the two legislators praised

_each other fof their work during last
-.year's House-Senate conference on . .

- bankruptcy, House Judiciary’ Com-

merclal and Administrative Law.

Subcommlttee ranking member .
Jerrold Nadler, D-N.Y. — who has
'_ complamed of bemg locked outof .,

- that:conference— offered his own
“take on Gekas' bill; calling/it * ‘one-

"_sided and-unbalanced.” -
- Nadler-also took issue with" -
Gekas decrslon to hold three hear-
mgs in succession next week with

a markup tentatrvely scheduled for

the followmg week.

- Sparks flew brlefly when Gekas
lashed out at suggestions that he is |

o moving the process too quickly. .
- Gekas said he would “not-abide”
suggestlons that he'i 1s trylng to .

. “bulldoz[e]" them. - ... .

~In a related. development Thurs- :

day, the House by a 418-1 vote ap-.
proved a bill granting a six-month

.extensionof Chapter 12 prOtectlon

for farmers

Subpanel OKs B|II Loosemng
"_Encryption. Export Controls -

M A BILL TO.LOOSEN CONTROLS on.the - .

' restrictions are hampermg the hlgh
_bill Gekas tnveiled in late February. - -

- national security and law enforce- .
ment.

~ Bingaman Seeks Study :
... Of Oil Import Restrictions-
" I'SENATE ENERGY and Natural Re-
" sources rankmg member Jeff

~letter to Commerce Secretary Da-
‘ley today askmg him to mvestrgate
- :whether the Clinton administration -
'should restrict the 1mport of oil.to
. protect natronal securlty

" export of'encrypt:ion products — -
- ." sponsored by Rep. Bob Goodlatte,’
- M A'RARE JOINT HEARING on bank- B

R-Va. — won voice vote approval

ogy Daily reported

" The bill would allow for the ex- . ..
,port of encryption - hardware and' -
“-software and 6ther co}mputer'prq'c_li
‘ucts with encryption.capabilities,
-and-would prohibit the federal gov- -
‘ernment from'requiring the useof -
- products with a “recovery” feature .
- that would-enable a'third party
. with 2 “key” to unscramble en- . .
_crypted data. - : :

Supporters say currerit export

pete with foreign manufacturers.
~ But the White House and other
opponents of the bill say it will hurt- -

Bingaman, D-N.M., plans to send a

Blngaman who is’ crrculatmg

- the letter to other senators, wants o

. Daley to report to the president on
* - theissue-within 60 days." -
. -“With domestlc producers v1rtu-
‘ ally on their backs, we need to pay °

especially close attention to the im-

- ‘pact of these 1mports > he said...

Bmgaman noted that,in. 1994
the Commerce Department found -

p that growing reliance on foreign orl
- -threatened security-because of in--

creased dependence on orl—produc-

"Al Gore, | Father Of The Internet"

»Thursday could not resist ‘taking a L
poke at Vice President Gore. over -

- Since then, he said, US. reliance

_.on foreign oil has in'c“rease’d to ’56“:., L
x percent from 51 percent

from the House Judiciary Courts - -
~and Intellectual Property Subcom-
. mittee, National Journal’s Techno[

- HouskE MAJORITY LEADER Armey

‘Gore’s'claim in a CNN'interviewa =~
. day earlier that he “took the 1mt1a— .

- tivein creating the lnternet

‘Armey’s staff faxed a press re- o
lease to Capltol Hill reporters say-
ing, “If the vice president-created -

_“‘the lnternet thenlcreated the m-
. terstate hlghway system

- .Gore'’s remark was'in- response to" '
a questlon about the vice presrdent s

«;accomplrshments during his tenure.- " - :
-technology mdustry s ability to com— :

A Gore spokesman gleefully re-

o m_sponded by noting that the late Al- e
- bert Gore Sr. — during his tenure -

in the House'and Senate — had

. shepherded leglslatlon creatmg the : V_
.- interstate highway system.-- - ;

“In‘fact, his’ fathersleadershlp

- on'the interstate highway system
- -served-as the model for the vice" :
president’s v1sron ‘for-a nétwork of Lj

data highways,”, the spokesman. -
continued. “As‘for Congressman '

o Armey, in his time in Congress
. what he has created is lelSlOn di-

visiveness and partlsan rancor but

: ;] 'seemmgly llttle else

: Correctlon A story in Wednes—

day's CongressDatlyAM reported - ‘

. that a medical-information prlvacy
‘bill by Senate Health, Education,”

\labor and Pensions Chairman Jef- o

«fords and Sen. Chnstopher Dodd,’

D Conn., was srlent on the rights of )
patlents paymg out-of-pocket- for ;
“their care.to keep thelr medlcal T
"records private:: .. e

-Last year S versron of the brll

“was silent on that'i issue — but thls e
. '.year s version would allow. patlentsn. :
ing countries — but the admin- .. .- ..

-istration did not takeaction.”. -

paying-out-of-pocket to keep thelr .

““medical records private.
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Kennedy Bill Directs States On Spending Tobacco Funds

been  engaged

sooner than anyone expected drew a
new combatant late Wednesday —
when Health, Education, Labor and
Pensions ranking member Edward
Kennedy, D-Mass., introduced legisla-
tion requiring states to spend half the
funds collected in their settlement with
the tobacco industry on health, edu-
cation and tobacco-related initiatives.

Should the states abide by the re-
strictions, the federal government
would waive its claim to the money.

The Clinton administration believes
it is entitled to a share of the funds —
since many of the state suits against
cigarette makers were based on state
payments under Medicaid to treat
smoking-related illnesses, and the fed-
eral government pays about 57 percent
of state Medicaid costs.

But White House officials have said
the administration would forgo its take
if the states agreed to spending re-
strictions such as those outlined in the
Kennedy measure.

Under the bill, of the 50 percent
of the state money subject to restric-
tions, at least 35 percent must be al-
lotted for programs directly related to
reducing smoking — such as counter-
advertising, community or school-
based prevention, and youth access
restrictions.

The remainder of what would have
approximated the federal share could
be used for a variety of healthcare and
child development initiatives.

States could either supplement ex-
isting programs or create others. But
new ideas would first have to pass
muster with the HHS secretary.

In tobacco-growing states, 25 per-

cent of money that would be spent on
health care and child development
could be used to provide transition as-
sistance to tobacco farmers.

Kennedy had to move quickly on
the bill when backers of a rival mea-
sure authored by Sen. Kay Bailey
Hutchison, R-Texas, tacked their plan
onto the supplemental appropriations
bill approved last week by the Senate
Appropriations Committee. A floor
fight is now shaping up between back-
ers of the two measures.

The Kennedy bill is similar to a mea-
sure offered earlier this week by Reps.
James Hansen, R-Utah, and Martin
Meehan, D-Mass.

However, Hansen and Meehan
would require states only to spend the
federal share on tobacco-related ini-
tiatives.

— By Kermi KoreLer

House Subpanel OKs Census Bills Amid Partisan Rancor

THE House Gov-

ilalalERLI c<rnment Reform
Census Subcommittee Thursday
marked up four GOP bills that would
change how the Census Bureau con-
ducts the 2000 census — while De-
mocrats expressed their anger over a
GOP advertising campaign to oppose
the bureau’s sampling methods.

Deflecting criticism that Congress
is meddling in bureau affairs, Census
Subcommittee Chairman Dan Miller,
R-Fla., said Congress must act because
the bureau has yet to put forth a de-
tailed plan and budget.

“Since we don’t have a budget ...
common sense would lead one to con-
clude that the plan is still in the mak-
ing and it is not too late for Congress
to act,” he said.

Along party lines, the committee
voted 5-2 to require the bureau to send
out two rounds of census question-
naires, and by a 6-4 margin approved
a bill to add more than 30} languages to
census forms.

By a voice vote, the panel also
passed a bill to establish a matching
grant program and a bill to increase

the census ad budget by $300 million
— defeating Democratic amendments
on each item.

Overshadowing the panel's votes
was a Democratic furor over reports
that Republicans intend to wage a me-
dia campaign to make their case
against the bureau plan to use statis-
tical sampling — and to seek to soften
the blow of a looming budget show-
down in June over census funding.

At an afternoon news conference,
Census Subcommittee ranking mem-
ber Carolyn Maloney, D-N.Y, said it
is an “outrage” that Republicans
would prepare for a government shut-
down.

“It’s amazing to me that they didn’t
learn from the debacle of 1995,” Mal-
oney said. “A shutdown is not going to
go over well no matter how they spin
it. But they're actually planning on it.”

Under the FY99 spending bill, bu-
reau funding will expire on June 15
along with money for the Commerce,
Justice and State departments. Con-
gress will have to release funding for
the rest of the fiscal year.

The Supreme Court ruled in Janu-

ary the bureau must use traditional
methods for apportionment, but the
bureau intends to use sampling for
other purposes.

Earlier Thursday, Senate Com-
merce-Justice-State Appropriations
Subcommittee members pressed Com-
merce Secretary Daley at a hearing to
give them a date certain for producing
the administration’s new FY2000 re-
quest for the census.

“I'd like a specific date when [ could
get a number,” said Subcommittee
Chairman Judd Gregg, R-N.H.

Daley said he could not promise a
specific date, but said it would almost
certainly come before the bureau com-
pletes its master activities schedule in
April.

“I'm optimistic that it would be be-
fore then, and [ am pushing the Census
Bureau and the OMB to get it before
then,” Daley said.

The administration originally re-
quested $2.8 billion for the bureau in
FY2000, but based its request on the
assumption it would use less expen-
sive sampling techniques.

— By Marxk WEGNER



To: Sarah Rosen/OPD/EOP

cc: o o
Subject: what grassley gave torricelli

Hey Sarah -- | may be up on the hill, and Jennifer is crashing in prep for the 2:00
hearing. |did speak to her for a second, and she said what she told me on Tuesday is
largely where they are now. Based upon that, here's what | know (I'll follow the paper

- she gave us (by title and number)):

'Means-Testin'g Wt\{&;sw ao %qmﬁ- .

1. will do state median income and wnll apply which ever is higher
2. will not go to Senate test, but will direct the Admin (Justlce’P) to promulgate new
o standards that would be bankruptcy specific - N© =5«
: 3 ‘won't change percent but wrll goup to 15, OOO o8t ot wioad eans '
ddeflo 74 accepted ql,w/f, o._tg % =
ariarsn 57 gccepted - el il iwd Lo L % g /
- . 6 accepted v '
7 NO WAY!
8. gave language on tuesday -- seemed amenable but wanted to protect small
businesses . -
Cramdown o i — o v el W
e ee=n
_ 18&2 best torrlcelll could get was 6 months on non-autos and 2 yrs on auto ~awr /W

mawme

“&Y"’l = %m—-‘w ("\—Q\.»—h . .MWM

Nondlschargeablllty Prowsmns

up to 750 A W”’
drop to 70 days ' '

“torricelli now thinks this is okay -- biden'is somehow mvolved
just gave grassley Ianguage as of tuesday

OUR ADDED -- DEBTS INCURRED TO GET NONDISCHARGEABLE DEBT -
just gave grassley language as of tuesday (\,Pq - :

: :_ _ Audnt-Provnsrons

o 1. torrlcelll thought that the current language wouId make ALL low mcome debtors

get audlted -- grassley apparentty fixed the language



Eviction Stay e e o, it~

1. NO WAY! -- protection sessions

Notice Provisions

1. grassley okay with' principle, but no Iangoage_agreement yet

Homestead Exemption wfd erfn VL

1. - won't place in bill due to gramm -- will do amendment on flow and grassley will -
support -- kohl okay with this because believes a recorded vote gives them more power

1n conference
B fd, b ww/,, O,SM/{ Ww

In Forma Pauperis 2. A nnte $ -

1. will give in chapter 13 -- obviously trylng to not create an |ncent|ve to file in 7,
but under their bill the chapter 13's are the folks-less needed of the fee waiver -

" Executory. Contracts .

1. a business bankruptcy prov15|on i don't quite understand -- apparently grassely
agreed to strike, however

Disclosure Provisions .' ol ww-{g’”" W’w Mg ol &M W

1. - WI|| not do in the b«ll -- WI” TRY and get an amendment aIIowed on the floor. and

| WI|| support SOME of this - o M“”ﬂ\" N s\,\ m hatsrn —

Reaffs -

- agreed to drop class actions
LOTS of Resistance
LOTS of Resistance -
aIready in :
~ i mentioned not- aIIowmg the debtor to have to pay the credltor S atty S fees -- she -
. sald she'd bring it to grassley w/o our'name on |t o

w.h.w'!\i.—*
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o bt Tl Aded fie

- MEANS-TESTING

1)

7).
parn—dletcoed—
e b drein

8)

safe harbor shou|d apply to regnonal medlan iIncome, not natlona| median
income : -

al_ternative to IRS standards

raising levels in ability to repay formula from $5000 to $1 5,000 and from
25% to 30% -

changing “extraordinary circumstances” to “special circumstances”

o S u

drop the word “only” before requnrement to demonstrate cwcumstances /b ““‘;‘)L“"'

replace the word ;’require" with “justify” N R . %

debtors’ attorneys should not be personally liable unless 'they pursue a case

v

in violation of Rule 11 standards | POllny b A ' :

X em Nlns vprdiy s MMM‘W\/‘T“" ey ' M
N

creditor penalties for abusive motions even if their claims are under $1000

1)

2)

CRAMDOWN | - B |

strike the cramdown on non-autos

limit the cramdown on autos to 6 months - 1 year

NONDISCHARGEABILITY PROVISIONS

oy
2
3)

_raise limit on cash advances to $1000

drop time period to 45 days-

tighten the definition of “luxury goods”

in superdischarge narrow presumption of fraud for credit card use

A'U_'DIT PR'O_V|SION'S 3

1) -

needs to be cleaned up so that aud|ts for Iow mcome debtors are not

mandated ' -
-.W'%ZLSU-M J_(/K :




EVICTION STAY

1) current provision is overly broad Ianguage is below that provides exped|ted
relief for the landlord if the debtor is not paylng post- petltlon

Sec. 139. Automatic stay.

Section 362 of title 17, United States Code is amended by adding at the end thereof—

(j) If a lessor of residential real property makes a request for relief under
subsection (d) of this section and the debtor has not paid rent that first became
due after the commencémem‘ of the case, the stay provided by subsection (a)(3)
of this section is terminated with respect to the lessor 20" days after request is
filed, unless the debtor files and serves upon such lessor a written ob/ectlon to

‘the request.

NOTICE PROVISIONS.

1 fe'quiré creditors to simply file inf'ormati'dn_'about where they want
information sent with the court .

HOMESTEAD EXEMPTION

1) $100,000 cap should be included

CREDIT COUNSELING

1) aliow debtors to prefile in order to gain benefit of the automatic stay, they

are then required to undergo counseling, if it is successful SImpIy nullify the -
filing
y - 2y . prowde an exceptlon for geographlcal hardshlp or exugent mrcumstances _
- IN FORMA PAUPERIS \\WMF\/ “”L\“’”\k A i W “J”\ W()
- 1) - waive f'_iling fe_es for indigent d_eb_tors-— last year_s Felngold floor am_endment - '

- EXECUTORY CONTRACTS

1') - strlke section 415(a)(1)(A)(u)



DISCLOSURE PROVISIONS

-1) - reinsert the TILA provisions from last year's Senate bill

REAFFIRMATIONS

1) drop the bar on class actions

2) provide for some judicial review by requiring creditors to file the information
that forms the basis of the reaffirmation - language below

3) add provision requiring treble damages for violation of the reaffirmations
* provisions and the discharge injunction (section 203 of last year's Senate bill)

4) add provision clarifying that it violates the automatic stay to threaten the
-debtor with 707(b) motions or 523(a) motions if the debtor is domg it to
coerce the debtor
(section 210 of last year's Senate b|II)
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WOLF AND AKERS l

A LEGAL PROFESSIONAL ASSOCIATION

1515 THE EAST OHIO BUILDING .
1717 EAST NINTH STREET
CLEVELAND, OHIO 44114-2803

(216) 623-9999

MARSHALL ). WOLF FACSIMILE (216) 623-0629

PRACTICE LIMITED TO
DEBORAH AKERS-PARRY

" DOMESTIC RELATIONS LAW

September 24, 1999

Senator Christopher J. Dodd

Subcommittee on Children and Families
Committee on Labor and Human Resources
444 Russell Senate Building

Washington D.C. 20510

Re: S.625

Dear Senator Dodd:

[ write to you again because of your past demonstrated interest in championing the rights of men
and women who do not have the resources to compete with the billion-dollar machinery of the
banking industry. In their continued campaign of misinformation, the bankers and their
bretheren in the credit card and commercial credit industries persist in their advocacy of a
bankruptcy bill that I earlier described as being written, bought and paid for by the bankers,

commercial creditors and members of the credit card industry. (See my letter to you dated
June 10, 1998, a copy of which is enclosed herewith)

The purpose of this letter is to urge you and your colleagues in the Senate to stand firm in your
resistance to S.625, so deviously described as a Bankruptcy Reform Act.

Although the Senate Democrats recently successfully defeated a cloture petition on S.625, there
is no reason to expect that the bankers and commercial creditors who have expended millions of
dollars of lobbying and campaign contributions will not try again to get what they paid for -

passage of a bill that lines their pockets at the expense of the economically disadvantaged of
society.

[ bave served as Chairman of the Family Law Section of the American Bar Association (1992-
1993), Founding President of the Ohio Chapter of the American Academy of Matrimonial
Lawyers, and Chief United States Delegate to the First World Congress on Rights of Children
and Families in Sydney, Australia (1993). However, I write not on behalf of these organizations,
but on behalf of my colleagues in the Family Law community who deal on a daily basis with the
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struggles of men and women whose economic woes, during and after divorce, will be
compounded by passage of S.625. Unlike the bankers, I have no direct economic interest in this
bill. My efforts are only as an observer of that which is for the public good.

My comments refer to four issues:

1. The orchestrated public relations campaign to sell S.625 as being good for
women;

2. The misguided efforts of the California District Attorney's Family Support
Bureau, who support S.625, but who are merely apologists for the failures of
government support collection bureaucracies;

3. The wisdom of the collective opinions of the overwhelming majority of
bankruptcy law professors who have studied S.625; and

4.

The effect of the bill on bankrupt women, as opposed to women whose
support-paying ex-husbands seek bankruptcy protection.

A. The Campaign to Sell the Bill

In response to the defeat on cloture, those who have the most to gain, the credit industry,
have embarked upon an advertising campaign trumpeting S.625 as being "good for
women." Accompanying their ads, those in the industry recently circulated a letter dated
September 14, 1999 to all senators trumpeting the fact that the bill places support
recipients in a "first priority" position. Anything that sounds too good to be true usually
is too good to be true! So it is with the claims of the letter of September 14, 1999, signed
by 302 organizations, of which over two-thirds have the words "Banker," "Credit,"
"Financial," "Retail," or "Merchants" (or their derivatives) in their title.

One asks why, if 302 organizations can be listed, not one organization advocating
consumer rights, women's rights, children's rights, or individual rights could be
found to be included in the list of signators. The answers are evident. First, the narrow
interest of the credit industry, as opposed to consumers, is being presented to the
exclusion of all else. Second, as the professors of bankruptcy law point out in their letter
to the senators dated September 7, 1999, the issue of "first priority” is a red herring. The
law professors state, "Giving 'first priority' to domestic support obligations does not
address the problem." The number of bankruptcy cases with assets is negligible. Most
bankruptcy cases are "no asset" cases. Thus, first priority to creditors in a bankruptcy
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case provides virtually no benefit whatsoever. Further, "first priority" is meaningless
after bankruptcy when credit card companies, whose debts have been excepted from

discharge under the pending bankruptcy bill, will be free to again go after the support
payor, thus competing with the support payee.

[ don't know what women S.625 is good for, as the bankers claim, certainly not my
clients or those of my colleagues. Only women bankers will benefit.

B. The Cheerleading of the California District Attorneys

Just as they did last year, the government lawyers in California have weighed in on the
side of the bankers, rather than with the private practitioners of family law. Unlike the

government lawyers, private practitioners collect support for women and children, not the
state.

Before considering the statement of the district attorneys of San Francisco for accuracy,
let us consider their credibility. Unlike the remarkable record of collection of the credit
card industry, which record was stated to be 96% by an MBNA witness, San Francisco
County collected no more than 8% of support that was due in 1996-1997. The groups of
California government lawyers identified in their September 14, 1999 letter supporting
S.625 are participants in a state system that resulted in a 1998 study by the National
Center for Youth Law, the Child Support Reform Initiative, and Children Now entitled
"California's Child Support Program: The Cost of Failure." This report utilized data
reported by the district attorneys of California that, if anything, overreported their

"success”. Relying on the opinions of this group whose failures were documented in the
report can only be an exercise in foolishness!

At least in its September 14, 1999 letter, unlike its letter in support of the Bankruptcy
Relief Act last year, the comments were not taken verbatim from earlier banking industry
lobbying documents. Nevertheless, factually, the government lawyers are still wrong. If
S.625 passes, support-ordering courts faced with a support payor who cannot discharge
certain debts in bankruptcy and thus pay his (or her) support will grant relief to such
payors by way of post-divorce modifications of support. Such modification will obviate
the various collection methods otherwise provided by law, since a lower amount will be

court-ordered. Government lawyers do not deal with this problem, but [ do. The
argument of the California government lawyers is faulty.
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C. The Opinions of Professors of Bankruptcy Law

On September 7, 1999, the comments of 82 professors of bankruptcy law conceming
S.625 was circulated to members of the Senate. One of their principal concerns was the
adverse affect of S.625 upon women. Their comments were sound and should be heeded.

Their studied analysis, rather than the greedy self-interest of the bankers, should be the
foundation upon which reasoned consideration should rest.

D. The Effect of S.625 upon Women Filing for Bankruptcy

Lost in the current debate over whether support recipients (usually women) who seek
support from a payor who attempts to obtain bankruptcy protection is the support
recipient, who, herself, seeks bankruptcy protection. Such person, described by several
studies by Harvard law professor Elizabeth Warren and others, is one of the fastest
growing segments of the population in bankruptcy court. It is this woman and her
children who will suffer the greatest harm from S.625. Post-divorce support recipients
almost uniformly suffer a reduction in economic health. They desperately need every
dollar of support they receive to meet their day-to-day needs. If S.625 passes, these
women and children, in ever-increasing numbers, will suffer grievously. The means
testing, credit card nondischargability, reaffirmation provisions, and limits on
dischargability features of S.625 will attack these women and children by placing
disposable funds available to them at further risk. The credit card industry, whose debt
may be protected from discharge by S.625, will not hesitate to attach the bank account of
a woman whose monetary lifeblood, her support check, is deposited into such an account!

How then, is S.625 "good" for these women and children? [ submit that it obviously is
not!

[ urge you and your colleagues to continue to protect those in our society who are least

able to protect themselves from the voracious greed of those who support S.625. [ urge
you the defeat of S.625.

Very truy " '/
7 /«/////
Marshall [ Wolf

MJIW/ske

Enclosure
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June 10, 1998

Senator Christopher J. Dodd

Subcommittee on Children and Families
Committee on Labor and Human Resources
444 Russell Senate Building

Washington D.C. 20510

Re: H.R.3150and S. 1301

Dear Senator Dodd:

As past chair of the Family Law Section of The American Bar Association, [ have had a great
interest in the pending bills concerning bankruptcy "reform” now pending in the House and in the
Senate. I enclose a copy of my formal statement dated May 13, 1998 which I believe was made a
part of the record of the House Judiciary Committee hearings on H.R. 3150 by Representative
Jackson-Lee of Texas. While I cannot speak officially on behalf of The American Bar
Association, [ am aware that at my request the governing council of the Family Law Section

recently voted unanimously to seek approval of The American Bar Association Board of
Governors for blanket authority to oppose H.R. 3150 and S. 1301.

[ bave recently reviewed a copy of a letter dated June 4, 1998 supporting H.R. 3150 ﬁurponcdly
written on behalf of the California Family Support Council to Representative Gekas, the
principal sponsor of H.R. 3150. What is immediately striking about the content of the letter is

that it's tone, syntax, and language are virtually identical to other writings I have reviewed which
were written by credit card industry proponents of these bills.

The pending bills in their present form obviously have been bought, paid for and written by the
credit card industry and it's lap-dog campaign finance beneficiaries in Congress to suit the agenda
of the banking industry to the eventual detriment of well-meaning people who need to rely upon
the bankruptcy laws of this nation. Men and women of good will who sometimes unfortunately
go through a divorce and also find themselves before the bankruptcy courts of this nation need
the protection of the bankruptcy laws to permit them to collect and pay past due alimony and
child support obligations following a bankruptcy. The letter from the California Family Support




WOLE AND AKERS

A LICAL PROFIANONAL ASIOCIA TION

Senator Christopher J. Dodd
June 10, 1998
Page 2

Council ignores this principle and is simply more of the same irrelevancies and inaccuracies that
previously have been submitted as testimonials for these big business bills.

The correspondence from the California Family Support Council limits it's laudatory comments
to that which will occur during a bankruptcy proceeding, thereby completely ignoring the
disastrous consequences that the bills' provisions would have after a discharge in bankruptcy or
the approval of a payment plan under Chapter 13. Similarly, the fact that "plans could not be
confirmed or discharges granted unless all post petition support payments were made..." is
highly illusory and fails to meet the objections set forth earlier by me in the attached statement.
The evil is not that alimony and child support arrearages will not be paid at all, the evil is that
wornen and children who need the money for their basic sustenance todav will have less funds
available to them immediately. They will be left to fight for scraps left behind by the
professional collectors-credit card companies-thereby receiving the past due alimony and child
support needed for daily expenses over a long period of time into the future (and without the
benefit of the interest rates charged by the professional creditors on unpaid balances).

It is true that Congress provides many tools to give the collection of alimony and child support an

impetus. However, these various tools outlined by the California Family Support Council have
absolutely nothing to do with the current debate or the bankruptcy laws. To include themina

discussion of pending bankruptcy bills is to muddy the water of the debate with irrelevancies.

Moreover, if H.R. 3130 is passed in it's present form, these other tools previously provided by
Congress will be diluted.

The California Family Support Council is far more limited in it's scope and interest than others
who deal with the collection of alimony and child support. The Council is primarily interested in
the state’s recoupment of welfare funds from deadbeat dads whose families are being supported
with state funds. Their statement to Representative Gekas that his "...proposed amendments
would make the effect of bankruptcy on a child support creditor negligible” would be humorous
if it weren't so incredibly and patently mean spirited and wrong! Those who deal with '
individual's interests as opposed to the state's interests in recovering welfare funds do not share
the views of the group of district attorneys referred to as The California Family Support Council.

The California district attorneys acknowledge that there is opposition to H.R. 3150 because of
the effect non-dischargeability of credit card debt would have on alimony and child support
collection. However, they naively excuse the effects of H.R. 3150 by stating that child support
collection is in competition with credit card companies now. What the Council either ignores or
intentionally refuses to consider is that the "competition” that they see now occurring will be
exaggerated and prolonged if H.R. 3130 is adopted. Currently the "competition” referred to by
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the California group between alimony and child support creditors and credit card companies ends
if the payor can discharge his credit card debt in bankruptcy. Without discharged creditors to
compete with, more disposable funds are attachable by the alimony and child support creditor
because the "competition" for these dollars has ended. By eliminating the dischargeability of

some credit card debt, H.R. 3150 prolongs the "competition.” This fact is lost on the California
district attorneys group.

As public policy, the comments of The California Family Support Council and the bill that they
support is bad policy, injurious to people and beneficial only to big banking. As a legal
argument, the comments of the Council are unpersuasive and badly reasoned. The district
attorneys in California and the support recipients they serve would be better served if the Council
would address California's woeful lack of compliance with federally mandated collection

standards.
Very truly yours %
Marshall J. Wo %
MIW/ip

G:\Users\jp\Hr3150




PREPARED STATEMENT OF MARSHALL J. WOLF
REGARDING H.R. 3150 AND S. 1301

MAY 13,1998

Marshall J. Wolf is an attorney in the Cleveland, Ohio law firm of Wolf and Akers,
whose practice is limited to family law. Mr. Wolf is a past chair of the Family Law Section of
The American Bar Association, a Fellow of the American and International Academies of
Matrimonial Lawyers and, in 1993 served as the Chief United States delegate and keynoter to the
First World Congress on Family Law and Rights of Children in Sydney, Australia. Heisa
frequent writer and lecturer on matters of family law throughout the United States and is
regularly listed in various publications of outstanding lawyers in the field of family law.



Ladies and Gentlemen:

My name is Marshall J. Wolf. ] am an attorney in Cleveland, Ohio and practice

exclusively in the area of family law. For thirty years [ have seen first hand the emotional and
economic strains that members of our society and their children experience following a divorce.

Although [ appear here today solely as an individual and not in any official capacity on
behalf of any group, I am past chair of the Family Law Section of The American Bar Association,
a Fellow of the American and Intem#tional Academies of Matrimonial Lawyers and, in 1993,
served as the Chief United States delegate and keymote speaker at the First Worfd Congress on
Family Law and Rights of Children in Sydney, Australia. |

I appear here today to voice the objections I share with my colleagues in family law to
those portions of H.R. 3150 and S. 1301 that seek to amend the bankruptcy laws so that a portion
of credit card debts become nondischargeable in Chapter 7 bankruptcy proceedings. These bills
further seek to amend the bankruptcy laws so that debtors in Chapter 13 proceedings are required
to pay all unsecured debt in pro rata installments with nondischargeable debts - specifically
including child support and alimony. .

' My colleagues in family law including, unanimously, the govemning counsel of the Family

Law Section of The-American Bar Association who are currently seeking endorsement of its

pdéition by the entire Bar Association object to those portions of H.R. 3150 and S. 1301 for these

reasons:

Ry Portions of these bills will have disproportionate and unfair effect on single

parents and divorce recipients of child support and alimony by reducing the ability of such
recipients to receive child support or alimony following a discharge in bankruptcy of the support

payor. If credit card debt is added to the current list of items that are now not dischargeable




(alimony and child support, taxes and educational loans), after a bankruptcy of a support payor,
the alimony and child support recipient will be forced to compete with the well organized, well

financed, and obscenely profitable credit card companies to receive payments from the limited

income of the poor guy who just went through a bankruptcy. It is not a fair fight and it is one that

women and children who rely on support will lose!

2. The proposed amendments to the bankruptcy code contained in these bills will

make it more difficult for the support payors to provide for family members in need of such
support. It is not true that all support payors refuse or don't want to pay their wﬁt ordered
support obligations. If, however, aggressive credit card collection procedures are allowed to
contiﬁue even after a bankruptcy, the well meaning support payors will be stymied in their

attempts to clear their debts, start over and be able to honor their family support obligations, as
they desire to do. '

3. Recipients of alimony and child support who go bankrupt will still have

outstanding credit card obligations following a bankruptcy if the pending bills are inacted in
present form. The result will be that, after a bankruptcy, the support recipient will be forced to

use funds received as support, not for current or future support, but for payment of past due credit
card debt not permitted to be discharged in bankruptcy.

4 The proposed language of H.R. 3150 and S. 1301 will further encourage the

reckless extension of credit by, and the unnecessary protection of the extraordinarily profitable

credit card industry. Because one of the leading causes of divorce in our society is the stress and
strife created by financial pressures upon the family, there can be no reasonable dispute that if

family members are prevented from discharging credit card debt in appropriate circumstances,

the financial stress upon a family will cause a significant rise in divorce in our society.




Men, women and children whose lives are in upheaval following a divorce will not
benefit from this proposed legislation. They will suffer! These men, women and children cannot
expend the vast sums that have been expended by the credit card banking industry on lobbying
efforts in support of these bills. Rather, these men, women and children must rely on the social
responsibility of their legislators to consider these issues based upon what benefits people
(people who vote), not banks. _

| On behalf of those who cannc;t speak for themselves and on behalf of my colleagues

whose profession it is to speak for them, I urge you to oppose the portions of H.R. 3150 and
S. 1301 to which I have referred. |
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CALIFORNIA FAMILY SUPPORT COUNCIL

Jupe 4, 1998

The Honorable George W. Gekas
United States Hoose of Representatives
Waahingtoa, D.C. 20515

Re:  HR 3150 — Commeraial sod Administrative Lew Subcommittee
Dexr Chirman Gekas:

The California Family Support Council is an organization of district attomeys snd
othee profesmionals m the Swue of Califormnia who represent the interest of the children
of this state in the establishment and collection of support under the federal child
suppor enforcement program (Social Security Act, Title IV-D).  As presidemt of the
Council [ wish to express the gmtitude of our members for your inclusion of

provisions m HR. 3150 10 improve child support collections when a debtor bas Sled
for protection under the Bankruptcy Code.

In particular, section 146 of LR 3150 contams a veritable “wish hiet™ of psovisions -
which substantially enhances owr efforts to enforee suppoet obligations dring the
bankruptcy of & suppoxt obligor. It closes many of the “loopholes™ which cavently
exist in baniqaptey snd which grestly hamper our efforts 1 enforce support dabts

when 2 debxor bas other creditons who are also seeking paricipation i the disribation
of the assets of 2 debtor’s bankruptey evtute.

Congress hag already provided many tools which give us an enormous collection
advantage over other creditors outside bankruptey. We can, for example, intercept
tax refunds; prosecute for criminal non-support or contempt of cowt; revoke, suspend
or non-fenew licenses; obtuin ncome withholding orders witeh, under federal law,
have an absolute peiority over other areditors’ claims (42 U.S.C. §666(b)(T); obtxin
penalties against enmployers who fail 1o honor income withholding arders; obtxin such
income withholding orders withowt lesve of court; and obuin security bouds or
guarantess for the payment of suppart. In addition sonpayment af support niegstxre
it 2 federal crime. All of these callection techniques—and many more—are gvailable
a fittle ar oo cost to support obligees through the cild suppart enforconyent prograem.

Druring bankruptcy, however, manty of hese remedies must be reconciled with other
bankauptey code provisions which protect the debtor and place support obligees in
compettan with otber editors. What is worse, in cascs Sled under Chapters 12 and
13, income withbolding rmrust cease and the support debts must be stuctured to
conform o the debtor’s plan.

Foft Office Bcm 910 - Screeain, Califeaag 5519
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If the mendments you propose in section 146 of HR. 3150 were enacted, the opposite would be
true. Plans could not be confirmed or dixcharges granted unless-al] postpetiticr supportpayreas—————
were made; income withholding would not be affected by the filing of 8 bankruptcy petition: lingering
jssuet relating to the discharpeability of certain suppart debts would be clarifted; and diwiactions
between assigoed and massigned support would be eased.  In short, your proposed amendments
would make the effect of bankruptcy on a child support creditor negligible.

[ have been informeod that there s some oppositicn to HR. 3150 bazsed on the premise thet suppert
creditors wotld be worse off if certzin credit card debes were made noodischargeable sad coadit card
creditors and support creditors weze in competition for the same post-discharge assets. 1 caa only
say that we @re i competition with those creditors prioy 1o baaksuptey now. We do 0ot ses such
debts a3 Impairing oux ability to collect support, especially i view of the advantages child sappont
creditors bave under current state and federal Jaw 23 cutlined above. Our problems stern oot from
competition with credit cand creditors cutside bankruptey, bt from the dissdvantages we incur as
collectors of support under current beakraptey lxw duxing benkruptey. Your proposed smendments
would give support creditors an encrmous advantage over other creditors during bankrupeey d
greatly sid us in the dischurge of our support enforcement respoasibilities.

1 just want you t know that, on behalf of the pubhlic child support enforcement comemaity in
thamwmnywmeﬂmumdlmkmwdmﬁemwm
31s0.

sz vegy tuly,

&m@’%«

J‘L.r-as.*la:w .
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By Elizabelh Warren

AMILY and medical

leave. Equal pay. Sex-

ual  discriminaton.

Harassmenl. These

always have been
“‘women's issues,” and defllned
that way, they have become focal
points for this country and MNs
progress.

Yet thiere 18 a new “women's
issue” that will dramatically af-
fect almaost three-quarters of a
milllon women his year: bank-
ruplcy law. Congress is about to
lake a step backward on that
fssue, stripping economic protec-
Hon away from many of Amer-
lca’s mast vulnerable women.

How could samcthing as com-
plex, arcane, and ostensibly ncu-

tral as a bankruptcy law be a -

“women's issuie”? Despite galns
by women In the warkplace. &
growing nummher of houscholds
headed by womien arce facing cco-
nomic stress, a fact echoed in the
bankrupicy daia.

In 1981, married couples and
men (iling alone accounted for
about B0 percent of all bank-
rupfcies. Today, houscholds
headed by women account for
about 40 percent of all bank-
ruptcles. Since 1981 Lhelr num-
bers have grown from about
69,000 1o 538,000, making the

The bill would give
creditors more leverage
to pressure financially
troubled families. A
growing number of those

are headed by women.
- |

rate of growth for women more
than twice the rate of men filing
alone, and more than triple the
rate of married couples filing
jotnt pelitions. Yel bankruptcy
laws were amended in 1984, and
again in 1894, to cut back debtor
protectjon.

Mcanwhtle, women are having
more {rouble making ends meet.

According to a new study from -

the Census Bureau, 28.5 percent
of women heads of household
have lrouble paying for rent, util-
itles, or health care during a
glven year. Thal's almost twice as
many as thefr male counterparts.
For those who can't pay for two or
more of thase basic needs in a
given ycar, the gap ls equally
wide: 16.2 percent of women ver-
sus 8.4 percent of men.

Next week the Senate {3 sched-
uled to take up a bill lo reduce
consumer protection {n bank-
ruplcy laws again. The bill would
give lenders more feverage (o

e

The new women’s issue: bankruptcy law

pressure troubled faunlies for re-
paymenl.

‘This bill would fall bardest on
women who are at the bottom of
the econamic laddler.

Women wha file for bank-
ruplcy are dispropartlonately di-
vorced, seperated, and widowed.
A divorced woman, for example,

is three Umes as likely (o file for
bankruptcy as her marrled sister.

The credit Industry says the
legistation pending in the Senate
won't affect many women. Their
research shows (hat households
headed hy women In bankruptcy
arc poorer than those headed by
men, which means the one provi-
sion based on family Income
would affect fewer households
headed by women.

True cuough, but thal's ouly a
small part of the story. While Lthe
public-relations campaign pro-
clalms this bill Is Uying lo make
thase debtors pay wlio can afford
fo pay, morc than 100 pages of
provislons make flnanctal reha-
bulitation harder for every house-
hald.

Two provisious illustrate the
devastating ctlects of this Uill, rc-
gardless of the delitor's Income.

More dechts would survive
bankruptcy. This problem hurts
Nnancially troubled wamen 1a
two ways. It glves them and thetr
{amilies less  protection when
they file for hankruptey. Unlike

prresent law, the new measwie

would leave then saddicd with




their collection departments.

This provision will affect an
estimated 200,000 women a year
above and beyond the half-nil-
lion who file for bankruplcy.

At a thine when most divorced
mothers cannol collect more
than 40 percent of the child sup-
port they arc owed, this provision

is shamelul.

Options for repayment
would decrease. The bill in-
creascs the amount of money
that car lenders and some other
creditors can demand when a
debtor tries a bankrupley repay-
ment plan.

According to a study by the
Nallona) Associatlon of Chapler
13 Trustees, this provision alone
would prevent about a quarter of
all debtors who (ry (o repay from

[

credit-card debts that cannot be
discharged. And credit-card com-
panles would be abie to continue
raising interest and penalties and
(rytng lo collect forever.

Even for women who manage
to stay out of bankruplcy, the
provision i3 a disaster. Alimony
and child support have long had
pratected status as two of the
very few debts that survive a
bankruptcy filing This bill would
clevate a parilon of credit-card
debt to the same stalus. So when
a womans ex-husband flles for
bankruptcy, she would have lo
compele agalust big lenders and

dolng so under the prolection of
the bankruptey court.

For the 1 in 3 bankrupt
women (and ] in 2 bankrupt cou-
ples) uying to save lheir hiomes
by paying the home niortgage In
full, losing the opportunity for a

" court-protected repayment plan

means lhey lose their last chancg

{o avoid foreclosure,

While these and other provi-
sions hammer away al familics
Irylng to get by on less than
625,000 a year, the bill continucs
protection  for  million-dollar
homesteads. The well-heeled
who want (o put thelr assels Into
trusts also will be fully protected.

There is a need for bank-
ruptcy reform, but not reformi
that puts struggling houscholds
in the cross hatrs while letitng the

.

phele all the buwok

Madee noantstabkoe The bdbawatt
alsa Le buamtal o howseholds
headed by taen For faonlies nl
ing tor bankeaptey altec a Layoll,
or trying to recover lrone the dev-
astition ol uningwed  medical
debts or a falled small business,
this bl removes the middle-
class safcly net. Bul for woinicn
irying (o stabilize their economic
fortunes followlng the breakup of
thelr famnilies, and for thosc try--
ing lo provide for children on
small Incomes, the proposed
changes to bankrupley law would
be a parlicularly hard blow.

Is bankruptcy a wonmen's
issue? Hep. Gearge Gekas (R) of
Pennsylvanfa, sponsor of the
Housc bill, proclatins that he
“helps women with this bill."
Lobbyists flatly proclaim, “There
Is no women's issue.”

But 30 wornen’s groups, atong
with Consumers Uanfon, Con-
sunter Federation of America,
aud Mothers Agatnst Drunk Dri-
ving oppose the bill, while a cred-
ltors’ labby, spending a reported
861 milion, conlinues s push
for grealer opportunities to
squeeze hard-pressed (anillies.

At a time when nore women
than ever are (inding themselves
with no option but fling for
bankruplcy, the Senate should
not take that option away.

@ Elizabeth Warren teaches laiu
at Harvard Untversily, In Camn-
bridge, Mass. She Is an adviser
to the Natlonal bankruptcy Ke-
vtew Cununtssion.
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September 24, 1999

Marshall Wolf

Wolf and Akers

1515 The East Ohio building
Cleveland, Ohio 44114
216-623-9999

Dear Marshall:

We may need you again. On Tuesday, the Senate Democrats held together and defeated a
cloture petition on the bankruptcy bill. But the wheeling and dealing is just beginning.

There is an orchestrated campaign to sell the idea that the bankruptcy bill is good for
women. The credit industry has been running advertisements and has put together a group letter
to all senators. Now Terence Hallinan of San Francisco is back. Joan Entmacher of the National
Partnership for Women and Families is familiar with Hallinan, as the attached email shows.

The law professors are trying to help out, but we may need help from an expert. Think

about a letter to Senator Dodd, with cc’s all around. (I have the mailing list, or we can get one of
the staffers to distribute.)

Also, in the press of things our person from the Center on Budget Policy and Perspectives
has never followed up with you to talk with your sister. I think I should just go ahead. ’'mnota
sophisticated strategist, but I understand this bankruptcy bill and I would like to have the chance
to talk with her about it. Can you make the introduction?

Thanks for everything. You have helped tens of thousands of women all across the
country with your invelvement.

Very truly yours,
Elizabeth Warr
Leo Gottleib Pipfessor of Law




N

?

og/‘zJ./gs FRI 11:00 FAX 18174868118 HARVARD LaW — — = ——
SEP-16-99 THU 08:11 PH FAX NO. 00060000000000 P. 02

@oo3

Bankruptcy reform helps women
and children. Distorting the
facts about reform
helps no one. 1

|

The truth is that bankruptcy reform
gives much-needed help to

single parents and their

children who are dependent

on family support payments,

Today, parents who owe child support or altmony wun 4void making these payments by stinply filing—

and then withdrawing~a bankrupicy application. The Bankrupiey Reform Act (S. 625) will put a stop ta
deadbeat parcnik who abusg the System to avoid their responsibilitics o theie Cunilies,

The bill will also:

= Make child support snd alimony payments the top priority—na execptionk.
Current law makes these family support payments tbe scventh highest priority in
ohligntions to be paid.

* Require a debeos 1o pay all past duc child support and alimony before any debts
can be erased in bankruptey

« Provide single parents with key information, includiog an alers that thelr
ex-4pouse hag fled for hankrupicy; phone numbers of 1the dosest dhild support

cafllection ageacies; and last known addeess infanmation for a purent who
has "disappeared.”

Bankruptcy reform will vasdy improve the collection of child support and alimety in hankruptey.
Don't Let politics stand in the way of this helping hand for single parents and theig children,

KNOW THE FACTS. SUPPORT S. 625

AT RICAN BAMT A3 ASWr1atilin » Ast m€ aN PINARCIAL SLAVICTS ASAXUANUN * AMTIICAS COMMUN Y HaNKT 0 1 BAruWpTCY SRS COUMER ¢ (Xmeaart;
Tanar iy AKACUION * (LA VT 7 TAMs ASSOGATION 6T AMLRICA + NaATRNAL R LAIL FLDCRATION = ACRH (1 AL R talt 5 ADSICIATION = A
Conntixie ConinaClon OF AMIRICA * AM IKAN S0P IAASTXY AOCATION * AN EAN Similan ATSOGATION * AMFAN O Tiguma nt Drtiamrren,
ASOTATID CLra sl CaNIRAGIONS OF AMIAIUA © QUMD KT LianteG AsDCIANSN ¢ LNTH octtiinar. Masa RS Lait AsYOCUTION = 1 VIATHPE Malt 4G,
Aveaumins « NATORAL AVARin~T AFOCARON * TATIOWAL ARt 1At we L WHUXT SHOWLAY * MAI ) ALY Ursciil L ALLIE AScyuams ¢ N s nea
CAlLE DY [LF ASINC LR 8 Nl COmMUNTTY FIARMACATS Alaid 1art8e = NATIONAL PUNTIAL Gt 6100 ASSOUATION @ NATIONAI Crapst v Nl
Hhemer’ FURNIGHINGE AWOCANCS ¢« Naisinas 1 pLNDUNT AUTOMONE © Dea) rm AQa1omt - NARMRAL Lunry 8 60 D 1 iskees MATCRIALS UCAI I Avd was i
NAumar Maa (1 TLneuns COUNQR + Naziosat Pose Paotisxd s COUNGIL’s Nafomst 1 . LAKSHARE ASOCATION © IRATRITAL 503 &2 SPAOARS Ty TAT © 4,
Aveiciaron ~ NATowaL SPORTNG Camnn AJSOCATION * NN AMIRIEAN LQURtasT DI AT A W 1anen
Niani Amcan RTiAc. Drau m AVDCATION « WO TV OOR Cautiimve AsiaiaTion
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September 14, 1399

Dear Senaxor!

The undersigned organizations write to you today to urge expedited consideration of S.
625, the Bankruptcy Reformn Act of 1995.

In 1998, over 340 billiop was written off as a result of bavkruptcy, costing the average
Ametican bousehold about $400 in the form of higher costs for goods and services. Even
mere warriseme, however, is that our bankruptey laws contain a fundamental flaw that
allows higher-insome filers to walk away from debts they can afford to repay. Wealthier
filers walk away from an estirnated $3 billion per ysar of debt that they simply choose not
to pay, despite having the clear ability to do s0. Thus is simply oot fair o the majority of

Americans whe pay their bills each month, but have to pick up the tab for those who
choose not to pay.

S. 625 repairs this flaw by requiring those higher-income filers to repay what they can
gfford, thereby restoring the principles of fairness and personal responsibility to our :
bankruptey systemn. The bill also includes several financial education provisiona thar will
inform debtors of their alternatives to bankruptey, pravide debtors with aew financial
skills they can use after bankruptcy, and cven a secondary education financial

managament program to help our children gain valusble knowledge they will use after
graduation. .

Additionally, S. 625 vastly improves the position of women and children who depend on
family support payments from an sbseqt parent who has filed for bankruptcy. Today,
“deadbeat” parents usc our bankyuptey system to evade these vital support payments.
Additionally, women and children are cwrently seventh on a list of priorities in the
bankruptoy system, behind such things as attorneys® fees. S. 625 will close these
loopholes by moving ths family support payment obligation to the first priority. and by
requiring all child support payments to be made in advanca of approva! of a filer's
bankruptey petitian. No chligation is more important than that of a parent to his or her

ehildxm_ ~ not anomcy?' fqes, not credit card payments — and this legislation recognizes
j that obligation by naming it the top priority. No exceptiona.

Women and children have waited long enough ta be the first priority in the bagkmptcy
systezn. Consumers have waited long enough for education and disclosures to help them
make informed financial decisians, Americans have waited long enough for the
restorstion of the principles of thimess and personal responsibility to our bankruptcy

laws. Bankruptcy reform is a pricrity for veters and copsumers, and we urge you to
support this important legislation. '

Sincerely,
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American Bankers Assocletion

America's Community Bankets
Amevican Pinancial Services Association
Associated Credit Bureaus

Assaciation of Financial Services Holding Companies
Consumer Baokers Association

Consumer Mortgage Association

Financial Services Roundtable

Independent Cammunity Baukers of America
Naticnal Home Equity Mortgage Association
National Home Furnishings Association
Natiocnal Retuil Federation

U.S. Chamber of Commerce

Alabarma Bankers Association

Alabama Retail Association

Alaska Bankers Assocjation

Arizana Bankers Association

Arizoua Retailers Association

Arkansas Bankers Association

Arkansas Community Bankers :
Arkansas Grocers apd Remil Merchants Association
Associated Oregon Industry Retail Connell
California Bankers Association

California Financial Services Association
California Independent Bankers

California Retailers Asscciation

California State Association

Colarado Bankers Assaciation

Colerade Retail Council

The Community Bankers Association of Alabama
Commurity Bankers Associstion of Georgia
Community Bankers Association of Illinois
Community Bankers Association of Indiana
Community Bankers Associution of Kansas
Community Banksts Assaciation of Ohio
Community Bankers Association of Oklahoma
Community Bankers of Kentucky, Inc.
Community Bankers of Louisiana
Community Bankers of New Hampshire
Tommunity Bankers of Wisconsin
Commuaity Bank League of New England
Connectieut Bankers Association
Cennceticut Community Bankers
Connecticut Retail Merchants Association
Delaware Bankers Association

Delaware Retail Couneil

Florida Bankers Association

%’/77
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Florida Financial Services Association

Florida Retail Federatjon

Greorgia Bankers Association

Georgia Financial Serviceg Assocjation

Geargia Industrial Loan Associatian

Georgia Retail Assoeiation

Hawaii Bankers Association

Idaho Bankers Association

Idahao Retailers Association

Illinols Bankers Association

lllinois Financial Scrvices Association

Ilkinois Retail Marchants Association
Independent Bankers Association of New Yark State
Indcpendeat Bankers Association of Texas
Independent Bankers Division of Termessee Bankers Association
Independcent Bankers of Colorado

Independent Bankers of South Carolina
Independent Bankers of South Dakota
Independent Community Bankers of Minnesota
Independent Community. Bankers of New Mexico
Independent Community Bankers of North Dakom
Indcpendent Finance Association of Ilinois
Indiana Bankers Asgociation,

Indiona Retail Counsel

Iowa Banksrs Associatian

lown Financial Services Coslition

Iowa Independent Bagkers

Jawa Retail Federntion

Kansas Bankers Association

Kansas Financia] Services Association

Kansas Retmil Couneil

Kentucky Bankers Association

Kantucky Conyumer Finance Association
Kentucky Ratail Federation

Louisiana Bankers Assaciation

Louisiana Retailers Association

Maine Asseciation of Cammunity Banks

Maine Bankers Agsociation

Maine Merchants Association

Maryland Bankers Association -

Maryland Pinancial Services Association
Massachuserts Bankers Association
Massachugetts Independent Bankers Associatien, Inc.
Michigan Association of Community Bankers
Michigan Bankers Association

Michigan Retailars Assoeiatien

Mid Atlantic Financial Services Association

>t/ 14
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Minnesota Bankers Assaciation

Minnesata Retail Merchants Association
Mississippi Bankers Association

Misaissippi Consumer Fisance Associadon
Missoun: Benkers Association

Missouri Financial Services Association
Missouri Independent Bankers Aseociation
Missouri Retailers Association

Montana Bankers Association

Montana Consumer Finance Association
Montena Equipment Dealers Association
Montana Independent Bankers

Montana Retail Association

Montana Tirs Dealers

Nebraska Bankers Association

Nebraska Financial Services Caglition
Nebraska Independent Bankers Association
Nebraska Retail Association

Nevada Bankers Association

Nevada Financial Services Association

New England Financial Services Association
New Hampshire Bankers Association

New Jersey Bankers Association

New Jerscy Retail Merchants Association
New Mexice Rankers Assaciation

New Mexico Financial Services Asgociation
New Mexica Retail Association

New York Bankers Association

North Carolina Association of Finaneial [nstitutions
North Carolina Bankers Aasaciation

North Carclina Financial Scrvices Associstion
North Carolina Retsil Merchants Association
North Dakota Bankers Association

North Daknta Retail Association

Ohio Bankers Agsociatian

Ohio Counse] of Retail Merchants

Oklahoma Bankers Association

Oklahoma Retzil Merchants Association
Oregon Bankers Associstion

Pennsylvania Association of Community Bankers
Pennsylvania Bankers Association
Pennsylvania Retilers Associafion

Puerto Rico Bankers Assaciztion

Retail Association of Nevada

Retail Merchants of Hawail

Retailers Assaciation of Masgachusetts

Retail Council of New York

Retail Merchants Association of New Hampshire

ﬂ/ Yrs
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Rhode ldland Bankers Association

Rhode Island Ratail Federation

South Carolina Bimkers Association

South Carolina Financial Services Association
South Carolina Msrchants Association

South Dakota Bankers Asso¢iatian

South Dakota Consumer Finanee Association
South Dakota Retailers Association
Tennessee Bankers Association

Tennessec Consumer Finance Agsaciation
Tennessee Council of Retail Merchants

Texas Bankers Association

Texas Financial Services Association

Texas Retajlers Aasociation

Utah Bankers Association

Utah Refai] Mcrchants Association

Vermont Bankers Association

Vermont Retil Associatien

Virginia Association of Community Bankers
Virginia Bankers Association

Virginia Financjal Services Association
Virginia Retail Merchants Association
Washington Bankers Associstion

Washington [ndependent Community Bankers Associatdon
Washington Retail Association

West Virginia Assaciation of Commmity Bankers
West Virginia Bankers Associatian

West Virginia Consumer Finance Assacistion
Wagst Virginia Retailers Agsociation
Wisconsin Bankers Assaciation

Wisconsin Financial Serviecs Assaciation
Wiscansin Merchant Federation

Wyoming Bankers Association

Wyoming Retail Merchants Association

Advanma Corporation

American General Fingnes
Amcrican General Finaneial Group
American Retail Credit Services, 11.C
Arigtar Incorporated

Aronson Fumiture

Associates First Capital Ca‘rpamdnn
Auto Tigde Lenders

Badeock Home Furnishing Centers
Bank America Businesz Cradit
Bank of America

BANK ONE CORPORATION

'5’9/ ¥¢
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Bapner Finance of lllinsis, Inc.
Boplar Loan Company

Boscov's Department Store, Inc,
Brundage Management

Budget Finance

Carriage House Fumiture
Charming Shoppes, Inc.
Chartwell Financial Services
Chase Manhattan Bank

Chrysler Financial Co., L.L.C.
Circuit City Stores

Citibank

Colonial Heights Fireniture
Colorada Prime Corp.
Commereial Credit Corporation
Concord Financial Services
Consolidated Investment, Inc.
Cengumer Acceptance Corp.
Continental Furniture Company
Countrywide Home Loan, Inc.
CSC Credit Service

Dillard National Bank

Discaver Financial Services, Inc
Dow Financial, Ine,

Equifax Credit Info Services
Equifax, Inc.

Experian

Factual Data Corp.

Famaus-Barr

Fannic Mae

Farmers Furniture Company
Filene’s

Financial American Life

First Capital Finance Co., Inc.
First Union Corp

Foley’s

Ford Motor Credit Co.

Fredde Furnitura Co.

Future Finance Company, Inc.
GE Capital Corp.

General Motors Acceptance Carporation
GMAC

Great American Finance Company
Greater Chicago Finance Company
Hecht's

Heilig-Meyers Company
Household International
Huntington Bancshares Incorporated

/
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Instant Cash Advance

1.C. Penney Company, Inc.
John Deere Credit Company
Kancs Furniture
Kaufmann'g

Keycorp

Loan Express Co., Inc.,

Lord & Taylor

Louis Shanks of Texas, Inc.
MasterCard International Incorporated
MBNA America

Meier & Frank

Mellon Bank

Mereury Fingnca Company (MNF Financial)

Michas] Pekay, P.C.

Midland Acceptance Corp.

Midland Acceptance Conipany
Margan Stanley Dean Witter & Co.
Morrill & Associates

Morrison & Saltz, P.C.

Nationwide Acceptance Carporatian
Norwest Financial Preferred Capital
Narwegt Financial Servicas

Payday Check Advance, Inc. _

Pier One

Plaza Finance Company, Ine.

PNC Bank

Robinsons-May

Rooms To Ge

Royce Financial Ine.

Saks Incorporated

Schewel Furpiture Ca.

Sears, Roebuck and Co.

. . Seewity Finanee Corporation
Security Financs Company
Slumberland Fumitare
Southern Financial Ing.

Spiller Fumityre Stores, Inc.
Standard Fumniture Companies
Star Furniture Co.

Steer Fipancia] Services, Inc.
Strawhridges

Sun Loan Company., Inz.
Suntrust Banks, Inc.

Surety Finance Services
TCF Financial Carporation
The Bon-Ton Stores, Inc.
The Cash Stere, LTD.

It ds



1
3/24/88 PRI b 13:17 FAX 808 233 2528

0p/21/88 TUR 12:37 FAX

VARD LAVW
11:02 FAX 18174966118 HAR

The Chase Manhattan Corporaticn
The Jonas Store

The Mousy Lenders, In<.
Trans Union, LLC

Tumer Acseptance Corp-
Upion Auto Finance

Universal Lendars, Inc.

U.S. Bancorp

UnicuBanCsl Corporation
VISA U.S.A_ Incorporated
Vaoyager Insurance Companies
Wachevia Bank

Wells Fargo

Wolf Furnitere Company
World Finanes Corp.

W.S. Badcock Corp./Badcock Home Furnishing Centers
Zale Carparation
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S%,’:’;if,‘.’qm BAMILY SUPPORT BUREAU

DISTRICT ATTORNEY FAMILY SUPPORT BUREAU

§17 Mision Strecl, Raa Francisca, CA 94183 Tl {415) 3342900

Scptember 14, 1999

Sesators Orrin G. Hatch (Chair, Judiciary); Charles Grassley (Chair, Subcommittee, Judiciary); Senators

Patrick Leahy, Robert G. Torricelli, Jeff Sessions, Strom Thurtnond, Spencer Abraham, Russeil D.
Feingold, and Charles Schumer

Ra: S. 625 [Bankruptey Reform Aanlt)

Dear Senators:

1 am writing this letzer in response to the July 14. 1999 letter prepared by the National Women's Law
Center. That letter asserts in conclusory tarms that the Bankruptcy Reform Act would put women
and children support creditors at greater risk than they are under azrent Yaokruptcy law. The latrer
ends with the endorsement of numerous women's organizations.

I have been engaged in the profeasion of callecting child support for the past 27 years in the Office
of the District Attorney of San Francisco, Family Suppert Bureau. I have practiced and taught
bankruptcy law for the past ten years. I participated in the drafting of the child support pravisions
in the House version of bankruptcy reform and testified on those provisions before the House
Subcommittee an Commerzial and Administrativa Law this year.

I believe it is important to point out that none of the organizations opposing this legislation which are
listed i the July 14th letter actually engages in the collection of support. On the other hand, the
largest professional erganizations which perform this fimction have endorsed the child suppert
provisions of the Baniquptcy Reform Act as crucially needed modifications of the Bankruptcy Code

which will significantly improve the collection of suppert during bankruptcy. Thesc organizations
include;

The National Child Support Enforcement Association
The National District Attorneys Association

The National Association of Attorneys General
The Wegtern Interstate Chuld Support Enforeement Council

pLup-

The thrust of the criticism made by the Natianal Women's Law Center is that by not discharging
certain debts owed to credit and finance companies, the institutions would ba in competidon with
women and children for scarce resources of the debtor and that the bill fails “to insure that support
payments wil] come first” They say that the “bill does not ensure that, in this intensified competition

for the debtor's limited resources, parcats and children owed support will prevail over the
sophisticated collection departments of thesa powerful interests.”

With all due respect, nothing could be further from the truth, While the argument is superficially

e
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plausible, it ignores the reality of the mechanisms actually available for collection of domesde support
obligations in contrast with those available for non-support debts.

Absent the filing of the bankruptcy case, no professional suppart collector considers the existence of
2 debt 1o a financial institution as posing a significant obstacle to the collection of the support debt.
The reason is simple; the tools available t‘o ¢ollect support debts outside of the bankruptey process
are vastly superior to those available to financial institutions and, in the majority of cases, take priority
over the collection of non-support debts, |

More than half of all child support is collected by eamings withhelding. Under federal law such
procedures have priority over ary other garnishments of the debtor's salary or wages and can take
as much as 65% of such salary or wages. By contrast the Consumer Credit Aot prevents nan-support

creditors from enforcing their debts by gamishing more that twenty-five perceat of the debtors
salary.

In ¥dditien, there are many other techniques that are only made available to support ereditors and
not to those “sophisticated collection departments of . . . [these] powerful interests:” These include;

Interception of stata and federal tax refunds to pay child support arrears.
Garnishment or interception of Workers' Compensation or Unemploymant Insurance
Bencfits.

Free or low cost collection services provided by the government. '
Use of interstate processes to collect support arrcarage, including inxerstatz eamings
withholding orders and interstate real estate aupport licns.

License revocation for support delinquents.

Criminal prosecution and contempt procedures for failing to pay support debts.

Federal prosecution for nonpayment of support and federal collection of support
debts,

Denial of passports to support debtors.
Autornatic treatment of support debts as jud
judgment lews, including garmshment,

N

o

Mo

o o0

ents which are collectible under state
an, and real and personal property liens.

10.  Collaction of support debts from exempt assets.

11.  The right of support creditors or their representatives to appear in any bankruptey
court withaut the payment of filing fees or the requirsments of formal admission.

While the above list is not exhaustive, it is illustrative of the numercus advantages given to support
creditors over other creditors. And while all of these advantages may not ultimately guarantee that
support will be collected, they profoundly undermine the assumption af the National Women's Law
Center that the mere eXistence of financial institurion debt will somebhow put support crediters at 2
disadvantage. To put it otherwise, support may sometimnes s difficult to collect, but collection of

suppart debt does not becama more difficult simply because financial institutions also sesk to collect
their debts.

The National Women's Law Center analysis concludes without specification that the suppont
“provisions fail to insure that support payments will come first, ahead of the increased claims of the
. commercial creditors.” Professional support collectors, on the other hand, have no trouble in
understanding how this bill will enhance the collection of support ahead of the increased claims of
ecommercial crediters. Ta them, such creditors are Urelevant outmde the bankruptcy process. And
in ight of the treatment of domaestic support obligations a8 prierity claims under current law and the

--2——
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enhanced priority treatment of such claims in the propased legislation, this objection seems
parucularly unfounded. :

Where support creditars are indeed at a disadvantage under current law is during the bankruptey of
a support debtor. Under existing bankruptcy 1aw support creditors frequently have to hire altorneys
to enforce support cbligations during bankruptcy ar ettempt the treacherous task of maneuvering
through the complexities of bankruptcy process themselves. Attorneys working it the federal child
support program--indeed, even experienced family law attorneys--may find bankruptey esurts and
procedures so unfamiliar that they are ineffective in ensuring that the debtor pays all suppert when
due. Ideally, procedures for the enforcement of support during bankruptey should be self-exceuting

and uninterrupted by the bankuptcy process. The pending bankruptcy reform legislation goes far
in this direction. To suggest that women and children support creditors are not vastly aided by this
bill is to ignore the specifics of the legislation. .

In the first place support claims are given the highest priority. Ceomurmercial debts do net have any
statutory priority. Thus when there is competition between commercial and suppert ersditory,
support creditors will be paid first. And, unlike commercial creditors, support creditars must be paid
in full whan the debtor files a cass under chapter 12 or 13. Unlike payments to comrunercial creditors,
the trustee cannot recover as preferential transfers support payments made during the ninety days
preceding the filing of the bankruptey petition, and liens securing support may not be avoided as they
may be with commercial judgment liens, Unlike comumnercial creditars, support creditors may collect
their debts through intereeption of income tsx refunds, license revocations, and adverse credit
reporting, all—under this bill~without the need to seek relief from the automatic bankruptey stay.

In addition, support creditors will benefit—again, unlike commercial creditors—from chapter 12 and
13 plans which must provide for full payment of on-going support and unassigned support arrears.
Further benefits to support creditars which are not available to commersial creditors 1s the security
in knewing that chapter 12 and 13 debtors will not be able o discharge other debts unless all
postpetition support and prepetition unassigned arrears have been paid in full

Finally, and most importantly, support creditors will recelve—even during bankruptcy--current
support and unassigned arrearage payments through the federally mandated eamings withholding
procedures without the usual interruption caused by the filing of 2 bankruptey case. Like many other
provision of tha bill, this provision is self-executing; the bankruptey proceeding will not affect this
collectjon process. Frankly, and contrary to the assertions of the National Women's Law Center, it

i3 difficult 1o concerve how this bill could better insure that “support paymeuts will come first, ahead
of the increased claims of the commerciaj creditors.”

The National Women's Law Center states that some mpravements were made in the Senate Judiciary
Committee. This organization may wish to think twice about that conclusion. What the Senaate
amendments did was to distinguish in omg cases between support arrears that are assigned (to the
gavernment) and thase that are unassigned (ewed direztly to the parent). The NWLC might have
a pair if assigned arrears wers strictly government property and provided no benefit to women aad

children creditors. However, upon a closer look, arrears assigned to the government may greatly
inure to the benefit of such creditors.

In the Srst place the cotire federal child support program was created to recovey support which
should have been paid by absent parents, but was not. Such recovered funds became and remain a

saurce of funding to pay public assistance benefity, especially by the states which contribute about
one half of the costs of such benefits.

I
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More directly significant, however, i3 the fact that under the welfare reform legislation of 1996 (the
Persena) Responsibility and Work Opporturity Reconciliation Act) support artearage assigned to the
goevernment and not collected during the period aid is paid reverts to the custodial parent when aid
ceases. This scenario will become increasingly common in the very near future as the five year
lifetime right to public assistance ends for individual custodial parents. In such cases this parent will
face the double whammy of being disqualfied from receiving the caretaker share of public assistance

and—-because of the Senate amendments—aot recaiving arrears or intercepted tax refunds because they
were assigned at the time the debtor filed for bankruptey protection,

In addition, prior 1o the Senate Judiciary Committee amendments a debtor could not ebtain
confirmation of 2 plan if he were not current in making all postpetition support payments. The

advantage of this scheme was that it was self-executing. Under the Senate amendments a debtor may
obtain confirmation even when he is not payi

; f:nymg his on-going support obligation. He is anly required
ta provide for such payments in is plan, V:H

) In such cased it will then be the burden of the suppart
creditor to bring a hankruptcy praceading to dismiss the case if the debtor stops paying. While this

procedure 1z 3 welcamne addition 1a the arsenal of remedics available to suppert creditors, it should
not have supplanted the self-execuring remedy which required tha debtor to certify he was current
in postpetition support payments before the court could confom the plan,

Whilc the Senate version of bankruptcy reform should certainly be amended to restare the advantages
of the earfier draft, it does, even it its present form, provide crucial improvements in the protections
and advantapes afforded spousal and child support creditors aver other ereditors during the
bankruptey process.  These improvements wall ease the plight of all support creditors—men, women,
and children—whosc well-being and proapetity may be wholly or partally dependent on thas full and
timely payment of suppart. Congr=ss has created the faderal child suppert program within ttle IV-D
of the Social Security Act. It ia the opinion of those whesa job it is to carry out this program that the
Bankruptcy Reform Act provides the long overdue assistance needed for success in collecting money
during bankruptey for child and spousal support creditors.

Most of the cancerns raised hy the groups opposing the bill do not, in fact, centar on the language
of the domestic support provisions themsclves. Instcad they are based on vaguc generalized
statcments that the bill hurts debtors, or the women and children living with debtors, or the ex-wives
and children who depend on the debtar for support. It is difficult to respond point by point to such
_claims when they provide no specifics, but they appear to fall into two categories.

The first suggests that the reform legitlation will result in leaving debtors with preater debt after
bankruptcy which will “compete” with the claims of former spouses and children. As discussed
above, there is linde Fkelihood that such competition would adversely affect the collection of suppont
debts, In any event tha bill daes littla to change the nymber or types of nondischargeable debt held
by commercial lenders. It will siightly expand the presummption of nandischargeability for huxury
goads charged during the immediate pre-bankruptcy period and will make debt incurred to pay 2
nondischargeable debt also nondischargeable. It ia doubtful that cither provision will, in reality, have
much effect on the vast majority of “poor but honest" debtors who do not use bankruptey as a

financial planning ruechanism or run up debts immediately befare filing for bankruptcy in anticipatian
of discharging those obligations,

The second contention is presumably dicected at a number of provisioas in the bill that are designed
to eliminate perceived abuses by debtors in the current system. The primary brunt of this attack is
borne by the sa~called “means testing” or “needs basad bankruptcy™ provisions which would amend
the current language of Section 707(b). Most of the oppasition appears to stem from the notion that

—a
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means testing would be a wholly novel propasition. Such a conclusion is plainly incorrsct, Virtually
every court that has ever considered the issue holds that Section 707(b) already includes a means test-
-of, more accurately. a hundred or a thousand means tests, one for each judge who considers the
issue. The current Code language sets no standards or guidelines for applying this test, thus leaving
the outcoms of a motion subjact to the unstructured discretion of each bankruptey judge. The
propogad bankruptoy reform legislation attempts ta prescribe one test that all courts must apply.

The precige terms of that standard have been under canstant revision since the bankruptcy reform bills
wers introduced last year, and undoubtedly they will continue to be fins-tuned to ensmire that thay
strike 2 balance between preventing abuse and becoming unduly expensive and burdensome. But
raere oppotitian to any change iu the present law, and vague claims that any and all attempts to
address such existing abuses as serial filings are sppressive and will harm women and children, does
nothing to advance the dialogue. And werse, the critics appear cantent to sacrifice the palpable
advantages which this legislation would provide to support creditars during the bankruptcy process
for defeat of this legislation based on vague and vnarticulated fears that women will be unfaidy
disedvantaged as bankruptcy debrors. In more ways than one the critics wauld faver throwing cut
the baby with the bath water. No oae wha has a genuine mterest in the collection of support shauld

permit such inexplicit and spaculative fears to supplant the specific and considerable advantages
which this reform legisiation provides ta those in need of support.

L. STRAUSS
Assistant District Attorney

cc. Senator Diane Fainstein
Senator Barkara Boxer

AoVl Saplinhay 209
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Terrence Hallinan is the District Attomney for San Francisco County. Some
background on their child support enforcement record.

09/24/99 FRI 11:04 FAX 16174966118

To all,

In 1998, The National Center for Youth Law, The Child Support Reform
Inttiative, and Children Now published a report entitled, "California's Child
Support Program: The Cost of Failure." The report analyzed the performance of
California counties in collecting support using data that the District

Attomeys are required to submit to the State. (If anything, this '
county-reported data probably overstates the success of the California D:stnct
Attorneys in collecting support. The California State Auditor found that the
State of California underreported the amount of uncollected child support by
nearly $1.6 billion as of Sept. 30, 1998. California State Auditor, "Child

Support Enforcement Program: Without Stronger Leadership, California's Child
Support Program Will Continue to Struggle," August 1999).

With those caveats, the report found that in 1996-97 (the latest data then
available) San Francisco County collected 8.2% of support due; over 90% — over
$156 million —~ was uncollected. San Francisco county ranked S5th out of 58
counties in collection of support. Among the large countics, it ranked 14th

out of 15 — only LA County was worse. Statewide, California collected 10.1%
of support due, compared to 20.8% nationwide.

I don't have collection data from the credit card industry or other creditors;
other than the statistic mentioned by an MNBA witness, that 96% of their

accounts paid as agreed. Does anyone else have some industry data for
comparisons?

Joan
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W /Q},\ September 21, 1999

The Honorable Orrin Hatch The Honorable Patrick Leahy
Chairman _ Ranking Member

Committee on the Judiciary Committee on the Judiciary
United States Senate

_ United States Senate
Washington, D.C. 20510 ' : Washington, D.C. 20510

Re: The Bankruptcy Reform Act of 1999 (S. 625)

Dear Senators:

In a letter to you dated September 7, eighty-two (82) professors of bankruptcy law expressed
their concerns about some of the provisions of S. 625. Only two professors (in a letter dated
September 16) took the opposing view. One of the principal worries the 82 professors voiced was
that S. 625 “may adversely affect women and children.”

Proponents of the bill — namely, the consurner credit industry -- have responded with a2 media
blitz trumpeting the view that “Bankruptcy reform helps women and children” A full-page
advertisement dated September 14 asserts, “The truth is that bankruptcy reform gives much-needed
help to single parents and their children who are dependent on family support payments.” The
advertisement cautions in large type: “Distorting the facts about reform helps no one.”

The undersigned professors agree that “distorting the facts about reform helps no one.” The
real distortion, though, is the assertion that S. 625 would benefit women and children. The truth is
that, notwithstanding the pleas of the bill's proponents, S. 625 does not help women and children.
Some clue to this reality should be taken from the fact that numerous groups who seek to promote
the best interests of women and children continue to oppose the pending bankruptcy reform. The

concems expressed in the professors’ letter of September 7 regarding how S. 625 would hurt women
and children have not been resolved.

First, one of the biggest problems the bill presents for women and children was stated in the
September 7 letter:

“Women and children as creditors will have to compete with powerful credxtors fo
collect their claims after bankruptcy.”

As the professors’ letter explained, this increased competition for women and children will
come from many quarters: from powerful credit card issuers, whose credit card claims increasingly
will be excepted from discharge; from large retailers, who will have an easier time obtaining
reaffirmations; and from creditors claiming they hold security, even when the alleged collateral is
virtually worthless. None of the changes made to S. 625 in the past few wecks address these
problems. “The tnuth” remains: if S. 625 is enacted in its current form, women and children will face
increased competition in collecting their alimony and support claims after the bankruptcy case is over.

Second, it is a red herring to argue, as do advocates of the bill in touting how the bill will help
women and children, that it will “Make child support and alimony payments the top priority ~ no
exceptions.” True enough — but, as the law professors pointed out in the September 7 letter:

“Giving ‘first priority’ to domestic support obligations does not address the
problem.”
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Why isn’t granting first priority to alimony and support claims the magic solution the
consumer credit industry claims? To begin with, “priority” is relevant only for distributions made to
creditors in the bankruptcy case itself. Such distributions are made in only a negligible percentage
of cases. Most bankruptcy cases are “no asset” cases. In all of these “no asset” cases, a grant of first
priority to alimony and support claims provides no benefit whatever to women and children.

Indeed, giving first priority to alimony and support claims may be counterproductive. Under
current law the administrative expenses of the bankruptcy case itself are paid first. If that were not
done, then it would be extremely difficult to get anyone to administer the bankruptcy at all One can
one hardly expect a trustee to spend time and money trying to recover the debtor’s assets for the
benefit of creditors when that trustee is not going to be paid for those efforts. S. 625 proposes to do

exactly that by placing the claims of women and children first. Administrative expenses must be paid
first.

Finally, granting first priority to women and children does not address at all the critical
problem that women and children will face increased competition from powerful creditors gfter the
bankruptcy case is over. The best chance for women and children to recover something usually is
from the debtor’s past-bankruptcy earnings. But, as explained above, S. 625 would actually make
it harder for women and children to collect from the debtor after bankruptcy.

For these reasons, we reiterate our concerns that S.625 wouldhurtwomm and children We
implore you not to let that happen.

Thank you for your consideration.

cc: All United States Senators
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June 10, 1998

Senator Christopher J. Dodd

Subcommittee on Children and Families
Committee on Labor and Human Resources
444 Russell Senate Building

Washington D.C. 20510

Re: H.R.3150 and S. 1301

Dear Senator Dodd:

As past chair of the Family Law Section of The American Bar Association, I have had a great
interest in the pending bills concerning bankruptcy "reform" now pending in the House and in the
Senate. I enclose a copy of my formal statement dated May 13, 1998 which I believe was made a
part of the record of the House Judiciary Committee hearings on H.R. 3150 by Representative
Jackson-Lee of Texas. While I cannot speak officially on behalf of The American Bar
Association, I am aware that at my request the governing council of the Family Law Section
recently voted unanimously to seek approval of The American Bar Association Board of
Govemors for blanket authority to oppose H.R. 3150 and S. 1301.

I have recently reviewed a copy of a letter dated June 4, 1998 supporting H.R. 3150 purportedly
written on behalf of the California Family Support Council to Representative Gekas, the
principal sponsor of H.R. 3150. What is immediately striking about the content of the letter is
that it's tone, syntax, and language are virtually identical to other writings I have reviewed which
were written by credit card industry proponents of these bills.

The pending bills in their present form obviously have been bought, paid for and written by the
credit card industry and it's lap-dog campaign finance beneficiaries in Congress to suit the agenda
of the banking industry to the eventual detriment of well-meaning people who need to rely upon
the bankruptcy laws of this nation. Men and women of good will who sometimes unfortunately
go through a divorce and also find themselves before the bankruptcy courts of this nation need
the protection of the bankruptcy laws to permit them to collect and pay past due alimony and
child support obligations following a bankruptcy. The letter from the California Family Support



1

WOLF AND AKERS

A LEGAL PROFESSIONAL ASSOCIATION

Senator Christopher J. Dodd
June 10, 1998
Page 2

Council ignores this principle and is simply more of the same irrelevancies and inaccuracies that
previously have been submitted as testimonials for these big business bills.

The correspondence from the California Family Support Council limits it's laudatory comments
to that which will occur during a bankruptcy proceeding, thereby completely ignoring the
disastrous consequences that the bills' provisions would have after a discharge in bankruptcy or
the approval of a payment plan under Chapter 13. Similarly, the fact that "plans could not be
confirmed or discharges granted unless all post petition support payments were made..." is
highly illusory and fails to meet the objections set forth earlier by me in the attached statement.
The evil is not that alimony and child support arrearages will not be paid at all, the evil is that
women and children who need the money for their basic sustenance today will have less funds
available to them immediately. They will be left to fight for scraps left behind by the
professional collectors-credit card companies-thereby receiving the past due alimony and child
support needed for daily expenses over a long period of time into the future (and without the
benefit of the interest rates charged by the professional creditors on unpaid balances).

It is true that Congress provides many tools to give the collection of alimony and child support an
impetus. However, these various tools outlined by the California Family Support Council have
absolutely nothing to do with the current debate or the bankruptcy laws. To include them in a
discussion of pending bankruptcy bills is to muddy the water of the debate with irrelevancies.
Moreover, if H.R. 3150 is passed in it's present form, these other tools previously provided by
Congress will be diluted.

The California Family Support Council is far more limited in it's scope and interest than others
who deal with the collection of alimony and child support. The Council is primarily interested in
the state's recoupment of welfare funds from deadbeat dads whose families are being supported
with state funds. Their statement to Representative Gekas that his "...proposed amendments
would make the effect of bankruptcy on a child support creditor negligible" would be humorous
if it weren't so incredibly and patently mean spirited and wrong! Those who deal with
individual's interests as opposed to the state's interests in recovering welfare funds do not share
the views of the group of district attorneys referred to as The California Family Support Council.

The California district attorneys acknowledge that there is opposition to H.R. 3150 because of
the effect non-dischargeability of credit card debt would have on alimony and child support
collection. However, they naively excuse the effects of H.R. 3150 by stating that child support
collection is in competition with credit card companies now. What the Council either ignores or
intentionally refuses to consider is that the "competition" that they see now occurring will be
exaggerated and prolonged if H.R. 3150 is adopted. Currently the "competition" referred to by
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the California group between alimony and child support creditors and credit card companies ends
if the payor can discharge his credit card debt in bankruptcy. Without discharged creditors to
compete with, more disposable funds are attachable by the alimony and child support creditor
because the "competition" for these dollars has ended. By eliminating the dischargeability of

some credit card debt, H.R. 3150 prolongs the "competition." This fact is lost on the California
district attorneys group.

As public policy, the comments of The California Family Support Council and the bill that they
support is bad policy, injurious to people and beneficial only to big banking. As a legal
argument, the comments of the Council are unpersuasive and badly reasoned. The district
attorneys in California and the support recipients they serve would be better served if the Council
would address California's woeful lack of compliance with federally mandated collection

standards.
Very truly yours, %
Marshall J. Wolf,

MIW/ip

G:\Users\jp\Hr3150



PREPARED STATEMENT OF MARSHALL J. WOLF
REGARDING H.R. 3150 AND S. 1301

MAY 13,1998

Marshall J. Wolf is an attorney in the Cleveland, Ohio law firm of Wolf and Akers,
whose practice is limited to family law. Mr. Wolf is a past chair of the Family Law Section of
The American Bar Association, a Fellow of the American and International Academies of
Matrimonial Lawyers and, in 1993 served as the Chief United States delegate and keynoter to the
First World Congress on Family Law and Rights of Children in Sydney, Australia. He is a
frequent writer and lecturer on matters of family law throughout the United States and is
regularly listed in various publications of outstanding lawyers in the field of family law.



Ladies and Gentlemen:

My name is Marshall J. Wolf. I am an attorney in Cleveland, Ohio and practice
exclusively in the area of family law. For thirty years I have seen first hand the emotional and
economic strains that members of our society and their children experience following a divorce.

Although I appear here today solely as an individual and not in any official capacity on
behalf of any group, I am past chair of the Family Law Section of The American Bar Association,
a Fellow of the American and Intemétional Academies of Matrimonial Lawyers and, in 1993,
served as the Chief United States delegate and keynote speaker at the First World Congress on
Family Law and Rights of Children in Sydney, Australia.

I appear here today to voice the objections I share with my colleagues in family law to
those portions of H.R. 3150 and S. 1301 that seek to amend the bankruptcy laws so that a portion
of credit card debts become nondischargeable in Chapter 7 bankrﬁptcy proceedings. These bills
further seek to amend the bankruptcy laws so that debtors in Chapter 13 proceedings are required
to pay all unsecured debt in pro rata installments with nondischargeable debts - specifically
including child support and alimony.

My colleagues in family law including, unanimously, the governing counsel of the Family
Law Section of The-American Bar Association who are currently seeking endorsement of its
position by the entire Bar Association object to those portions of H.R. 3150 and S. 1301 for these
reasons:

1. Portions of these bills will have disproportionate and unfair effect on single
parents and divorce recipients of child support and alimony by reducing the ability of such
recipients to receive child support or alimony following a discharge in bankruptcy of the support

payor. If credit card debt is added to the current list of items that are now not dischargeable



(alimony and child support, taxes and educational loans), after a bankruptcy of a support payor,
the alimony and child support recipient will be forced to compete with the well organized, well
financed, and obscenely profitable credit card companies to receive payments from the limited
income of the poor guy who just went through a bankruptcy. It is not a fair fight and it is one that
women and children who rely on support will lose!

2. The proposed amendments to the bankruptcy code contained in these bills will
make it more difficult for the support payors to provide for family members in need of such
support. It is not true that all support payors refuse or don't want to pay their coﬁrt ordered
support obligationé. If, however, aggressive credit card collection procedures are allowed to
continue even after a bankruptcy, the well meaning support payors will be stymied in their
attempts to clear their debts, start over and be able to honor their family support obligations, as
they desire to do.

3. Recipients of alimony and child support who go bankrupt will still have
outstanding credit card obligations following a bankruptcy if the pending bills are inacted in
present form. The result will be that, after a bankruptcy, the support recipient will be forced to
use funds received as support, not for current or future support, but for payment of past due credit
card debt not permitted to be discharged in bankruptcy.

4. The proposed language of H.R. 3150 and S. 1301 will further encourage the
reckless extension of credit by, and the unnecessary protection of the extraordinarily profitable
credit card industry. Because one of the leading causes of divorce in our society is the stress énd
strife created by financial pressures upon the family, there can be no reasonable dispute that if
family members are prevented from discharging credit card debt in appropriate circumstances,

the financial stress upon a family will cause a significant rise in divorce in our society.



Men, women and children whose lives are in upheaval following a divorce will not
benefit from this proposed legislation. They will suffer! These men, women and children cannot
expend the vast sums that have been expended by the credit card banking industry on lobbying
efforts in support of these bills. Rather, these men, women and children must rely on the social
responsibility of their legislators to consider these issues based upon what benefits people
(people who vote), not banks.

On behalf of those who cannot_speak for themselves and on behalf of my colleagues

whose profession it is to speak for them, I urge you to oppose the portions of H.R. 3150 and

S. 1301 to which I have referred.
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Ohlo Lawyer Fights Bankruptcy Change

MARSHALL J. WOLF is out on a limb.

A divorce lawyer, Mr. Wolf, of Cleve-
land’s Wolf & Akers, can't recall the last
time he saw the inside of a bankruptcy
court. Yet he.is one of the few members
of the Amencan.Bar Assocxatlon who has
gone on the record -about the impact of
bills racing through Congress that would
make it harder for consumers to declare
bankruptcy.

Mr. Wolf, a former president of the

ABA's family law section, got involved in
the debate in early May, after reading an
opinion piece in The New York Times by
Harvard Law School Prof. Elizabeth War-
ren about a proposed change in the law.
The proposal would add credit card
debts piled up in the 90 days before a
bankruptcy filing to the list of the
debtor’s nondischargeable debts.

In her editorial, and subsequent ABA
address, Professor Warren warned that

the provision would have a devastating

,impact on the collection of alimony and

nondischargeable, because it would
make women and children compete with
credit card companies for payment.

_tion’s concerns to the ABA's leg- k&
islative counsel in D.C.
-child support, which have always been .
“that both the House version,
‘which passed June 10 by a 306
: to 118 vote, and the Senate bill, which is

After hearmg Professor War- -
ren, the family law section’s -
leadershlp voted to seek “blan- -
ket authority,” a process by
which ABA groups can move
quickly to adopt a policy on leg-::
islation without a vote from'the
group’s ‘House “of Delegates,
which meets only twice a year.

But the section never acted.
“It got bogged down, as I sus-
pected it would,” said Mr. Wolf.
The section’s action stalled af-
ter Mr. Wolf got a fax from an .
ABA staffer noting that Philip S. -
Corwin, a lobbyist for the
American Bankers Association,
and William J. Perlstein, a part-
ner at D.C.’s Wilmer, Cutler &
Pickering, who represents
credit card companies, had
“debunked” the family law sec-

Proponents of the bills insist

lorally Bankrupt. Lawyer Marshall Wolf criticizes
changes he says would hurt women and children.

expected to go to a floor vote in July,
have been amended to create a first pri-

- ority for alimony and child support.

‘But Mr. Wolf insisted credit card com-
panies will still come out on top. “They

“~have the procedures and the vehicles

and the wherewithal to make sure they
get paid first.” So, he fired off a June 10
letter to Sen. Christopher J. Dodd, D-
Conn., charging that the bills have “obvi-
ously been bought, paid for and written
by the credit card industry.” . -

Others in the ABA are more cautious,
including Ernest B. Williams IV, of
Nashville, Tenn.’s Williams & Proshaska
P.C., who heads the consumer bankrupt-
cy committee of the ABA’s business law
section. Calling Mr. Wolf’s actions the
work of an “itinerant” lawyer without
ABA backing, Mr. Williams says he is

working toward getting bianket authori-

ty to weigh in on the proposed reforms.
He said there are problems with both the
House and Senate versions of the bill on
a key reform, which makes it harder for

. consumers to file a Chapter 7 petition to
. hquldate their debts, rather than set up a
. repayment schedule under Chapter 13. -

.7 The “means testing” adopted by the
“House is too rigid, he said, “making the
- availability of bankruptcy similar to the

availability of welfare payments.” The
Senate version, which leaves up to the
courts the question of who may remain
in Chapter 7, will lead to erratic deci-
sions, Mr. Williams said.

Taxing Issues
So far, the ABA has expressed an offi-

-cial opinion on just one aspect of the re-

forms: tax issues. That is because the
ABA’s tax section worked with the Na-
tional Bankruptcy Review Commission, a
group created by Congress in 1994,
which made recommendations to change
the system in October 1997.

But the report was “dead on arrival on
Capitol Hill,” said Paul H. Asofsky, a part-
ner in the Houston office of New York's
Weil, Gotshal & Manges L.L.P., who ad-
vised the bankruptcy commission about
taxes. He attributes its dead-letter status
to the Republican majority’s view that “a
person who avails themselves of the
bankruptcy process is an evil person.”

Mr. Asofsky also helped draft an ABA

-report criticizing the tax implications of
.the House bill for being heavily weighted

in favor of tax collectors. He added, “The

. craziness of it is that here is this impor-

tant piece of legislation, -and the only

“piece of it that the ABA has a position on
"is the tax stuff.”

—KAREN DONOVAN



