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HOUSE JO NT MEMORI AL 4026

St ate of WAshi ngt on 55th Legislature 1998 Regul ar Sessi on
By Representatives Dunn, Pennington, M elke and Bol dt

Prefiled 01/09/98. Read first tine 01/12/98. Referred to Comm ttee on
Fi nanci al Institutions & |Insurance.

TO THE PRESI DENT OF THE SENATE AND THE SPEAKER OF THE HOUSE OF
REPRESENTATI VES, AND TO THE SENATE AND HOUSE OF REPRESENTATI VES OF THE
UNI TED STATES, | N CONGRESS ASSEMBLED:

We, your Menorialists, the Senate and House of Representatives of
the State of Washington, inlegislative session assenbl ed, respectfully
represent and petition as follows:

VWHEREAS, The nunber of consuner bankruptcy filings reached a record
one mllion one hundred thousand in 1996. This represents a twenty-siXx
percent increase in 1996 and nearly a fourfold increase since 1980.
During 1996, nore than one in every one hundred United States
househol ds decl ared bankruptcy; and

WHEREAS, Consuner bankruptcies result in billions of dollars in
| osses each year. 1n 1996, due to consunmer bankruptcies, the bankcard
i ndustry alone lost an estimated six billion dollars, and retail card
issuers lost nore than one billion dollars; and autonobile |enders,
nort gage | enders and ot her consuner |enders also suffered significant
bankruptcy | osses. A mgjor portion of these |osses nust be passed on
to all consuners in the formof higher prices for goods and services
and increases in credit costs. In addition, credit grantors are forced
to be nore restrictive at the margins in offering consuner credit, thus
l[imting credit availability for many consuners who need it nost.
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Utimtely, bankruptcy-related |osses affect the ability of al
Anmericans to pay their bills and to save and i nvest for the future; and

VWHEREAS, It was once assunmed that bankruptcies reflect genera
econom c trends, the correlation no |l onger exists. 1In 1995, a year of
low inflation, |ow unenploynent, and a grow ng econony, bankruptcies
occurred at a rate nearly three tinmes that of 1981, when the econony
was in a recession and inflation and unenpl oynent were at record hi ghs.
Al t hough bankruptcies were previously primarily filed by consuners
unable to repay debts because of such catastrophic events as costly
medi cal energencies and unenpl oynment, bankruptcies are increasingly
filed by consuners as a formof financial planning, by consunmers whose
financial difficulties could be addressed with | ess drastic relief than
a discharge of all debts; and

WHEREAS, Creditors have devel oped sophisticated credit-scoring
met hods yielding approximately ninety-seven percent accuracy in
granting credit approval to individuals who pay their obligations.
Before extending credit, creditors engage in careful risk analysis.
This risk analysis precedes preapproved offers of credit that are
mailed to potential custoners as well as approval of «credit
applications received directly fromcustoners. However, even the best
credit-scoring nethods cannot predict the increasing nunber of
bankrupt ci es; and

VWHEREAS, It has been nearly tw decades since the |[ast
conprehensive revision of the bankruptcy | aws. The Bankruptcy Code
needs to be updated to reflect that today s consuners obtain and use
credit for an increasingly broad array of goods and services, from
groceries to tax paynments, and to reflect that today’s consuners
i ncreasingly |ook beyond |ocal providers to finance purchases. The
Bankruptcy Code should also reflect the reality that in evaluating
applications for <credit, today’'s creditors rely less wupon the
consuners’ collateral and assets and nore upon the consuners’ record of
maki ng paynents out of incone; and

VWHEREAS, Congress shoul d exam ne the Bankruptcy Code with view to
maki ng changes that would provide for discharges based on true
inability to pay, without restricting access to bankruptcy to those who
truly need this relief. Relief should continue to be granted to the
extent, but only to the extent, that it is needed. The Code should
both require and encourage consuners to pay their debts to the extent
they are able to do so. There is also a need to address procedura
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provi si ons of the Code which delay the pronpt resol ution of bankruptcy
cases;

NOW THEREFORE, Your Menorialists respectfully pray that the
Congress of the United States enact needs-based consunmer bankruptcy
reformlegislation and establish a system by which consuners receive
only the relief they need.

BE IT RESCLVED, That <copies of this Menorial be imediately
transmtted to the President of the United States Senate, the Speaker
of the House of Representatives, and each nmenber of Congress fromthe
State of Washi ngt on.

~-- END ---
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