Legislative History for Connecticyt Act

e (1)
- f "* # _fi ( A
i A 45% ow as«»f R ,a f’“’
Gen aw).. X

- s
e e & C/ d{g =
30q/ 34»/7 3//5? as oz ”/

h}'f JZ- —

[37)“

NCE.— oo ,
LEGISLATIVE REFERE s
DC:‘;WOIT REMOVE FROM LI"RARY P

) and/or Senate

Connecticyt State Library

Compiled 2016






b

GENERAL LAW February 21, 1979

,HARD RICE (Continued):. of our customers and hope this
Committee will glve them a favorable recommendation. Many
of our customers are confused because we over-inform them

- with figures for both the year's finance charges imposed
and the year's finance charges paid. Of course, this
information is in addition to. everything else required by
Truth in Lending, including another figure for the current
month's finance charges. Because a customer's average daily
balances vary throughout the vear, the two annual figures
are usually different. Thus, this requirement creates the
question, which figure should the customer use on the income
tax return, imposed or paid. If the requirement was simply
to provide either the finance charges imposed or paid to
those customers requesting this information, our statements
would be that much simpler for anyone to understand, and
that's something we all desire. Thank you.

. CUTILLO: Thank you.
HARD RICE: I have several copies of the statement.

. CUTILLO: Thank you very much. Any questions of the Committee.
You have a statement?

HARD RICE: Yes, sir. You apparently added Bill No. 1107, an
act limiting attorneys' fee clauses in consumer contracts
to today's testimony. I agree with the statement of
purpose to require that attorneys' fees charged be -- not
be grossly out of proportion to the value of the attorney's
services provided. Certainly that's a good thing that we
would be in favor of. The prices of goods sold include

all costs the retailer must pay. Setting the limit on fees
that is lower than the actual reasonable charges costs all
members of the consuming public in the price of merchandise
offered for sale. Attorneys' fees are usually paid only
upon the actual collection of defaulted obligations, thus
the actual fee is paid by the person causing the cost, not
by the rest of the general public who have not caused such
cost. Of course, exorbitant fees should not be allowed

by courts. '

We would be not in favor of a limit of 15 percént as the
bill now stands.

EN. CUTILLO: You would what?
ICHARD RICE: We would not favor a limit of 15 percent, which
is lower than the reasonable costs that the courts are

allowing attorneys to charge.

EN. CUTILLO: In other words, you're against the bill?
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IGHTON SHOOR (Continued): brought in a $125 watch to be
repaired and did not pay for $25 in repairs towards the
watch and we had to go through the procedure as outlined
in the statutes, we would be unable to sell the article
because of the limitation of one-third value of jewelry
before sale is permitted. Although this may have been
all right in 1919, it is not by today's prices.

I have a copy of the law as it passed in 1919 with this
one-third the value of the article before the sale is per-
mitted provision. Times have changed. We urge you to
please give House Bills 6657 and House Bill 7458 a favorable
report.

Also, while I'm here, I would like to support House Bill
6650 to prevent deceptive practices by retailers who run
going out of business sales, and also to support House
Bill 1231 =--

. CUTILLO: Excuse me, what was your position on that 66577
EIGHTON SHOOR: Supporting it. And also to support House Bill
1231, relating to open-end credit plan reporting. Thank
you.

N. CUTILLO: And 6651 is the other one?

EIGHTON SHOOR: 6650 and 1231.

N. CUTILLO: .Any questions of the Committee? Hearing none,
thank you very much.

That's John Jepson.
HN JEPSON: Perhaps. I should take a class in penmanship. .
N. CUTILLO: That's all right. ‘Raphael, you're next.

HN JEPSON: John K. Jepson, I've been asked to talk on behalf
of the Connecticut Bankers Association with respect to
proposed Bill No. 1107. Obviously you cannot direct com-
ments to specific language because it isn't in that form
yet, but I would like to make a few comments with respect
to the general concept.

We're all consumers. Consumer contracts are frequently
entered into by most of us any time we need a service that
calls for such. These services are priced by rendering
institutions so as to pay employees, to pay taxes, and
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J)HN JEPSON . (Continued):. hopefully to make a profit. We feel

that there'sanumber of problems with this bill and we'd
like to just take a moment and point out a few for your
consideration.

We see this bill as passing on the cross of defaulting
debtors to all creditors, rather than those individuals

who are responsible for the default. We feel it's really
unfair to take and spread this cost among all creditors.

We feel that the allowance of attorney's fees in consumer
contracts provides a valuable incentive to make timely
payments. Clearly it's an additional cost which must be
picked up if an individual defaults. It's also a point
that is frequently waived in negotiations if a person gets
behind but is willing to try and bring himself current over
a period of time. We also are aware, and I will give you
photocopies of sections of an FTC study later on, I do not
have photocopies at this point, that the failure to allow
attorney's fees in consumer contracts frequently leads to
the assertion of frivolous defenses, increasing again the
cost to the overall consumer as opposed to just the defaulting
consumer.

One interesting point in the bill as stated, from a purpose
point of view -- first, let me address the issue of consumer.
I'm not sure what consumer means here, but conceivably it
could be defined to include mortgage loans, and so forth,

I don't know. Ultimately the Legislature will work that

out. But one interesting point is that the bill does not
apply to the state of Connecticut, it only applies to
presumably lending institutions and things of this nature.

I used to work for the State of Connecticut in the Attorney
General's office and frequently was called upon to make
collections on behalf of the state;in those instances

where we've had causes allowing attorney's fees, we would
charge those fees. Now this was in-house counsel, collecting
fees without going outside, based on attorney's services.
Naturally the court would rule on them and we were allowed
them. The alternative as apparently is proposed here is
that all these fees created caused by defaulting creditors
would be passed on to the taxpayer.

So obviously the state has taken a position in the past,
at least, with respect to state activities, that is not
going to burden the total taxpayer base with the cost of
defaulting debtors, but that's being proposed here with
respect to passing on the costs of defaulting debtors to
all consumers, which basically is your tax paying base
anyway. ‘
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J)HN JEPSON (Continued): I mentioned an FTC study. They did
specifically look at these issues. I will send you photo-
- copies of the conclusions, the basic finding they make is
that attorney's fees are legitimate items to be included
in consumer contracts. I believe there are only a few
states, six or seven, that limit these fees. I don't
think anyone here, for or against the bill, is concerned
about reasonable attorney's fees being paid. Unreasonable
fees, T don't think anyone wants, and I'm sure --

N. CUTILLO: I guess that's the problem, though, the definition
between individual legislators as what's reasonable and
what isn't.

HN JEPSON: Let me give you an example. Let's assume that

~ mortgages are included in here. Let's assume $100,000
mortgage is foreclosed on a default basis, no defenses
whatsoever. Under this bill, by virtue of setting a limit,
you allow the attorney $15,000 for foreclosing. That's
ridiculous. So I'm saying that it cuts both ways and it
just doesn't make sense to place a limitation on it. Now
if the issue is improper attorney's fees, then maybe that
issue ought to be faced head-on by the Legislature, but

I believe the U.S. Supreme Court has already acted in this
area and knocked out fee schedules and basically in
Connecticut, I think we go a time and effort basis, and

so forth. So whether you're setting an outside limit of
15 percent that you can get across the board regardless

of work and effort, even in small claims, a $5,000 claim,
maybe the work and effort would not require a 15 percent
fee, but in a default situation, by getting military
affidavits and stuff, the attorney may spend a lot longer
than $150 on a $1,000 claim.

We respectfully suggest that if we can live with the reason-
able attorney's fees and have the parties who are responsible
for the default pick it up, since we are in a stronger
position overall.

Are there any questions on any of the topics which I have
addressed?

SEN. CUTILLO: Thank you for your testimony.
Raphael Podolsky, .to be followed by Corrado Uccellb.

RAPHAEL PODOLSKY: My name. is Raphael Podolsky, I'm from the
Legal Services Legislative Office. 1In my testimony, Mr.
Chairman, I'd like to refer to some things that are
attached to my written testimony, but if I could, I'd like
to just give you copies of that now.
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SEN. CUTILLO: Yes, would you.

RAPHAEL PODOLSKY: There are three bills that I'd like to

address. The relevant attachment is actually on the
second bill, so I think you probably don't need to look
at this testimony as yet.

The first bill is the bill that you just heard testimony
on, which is the Senate Bill 1107, an act that concerns
attorney fee clauses in consumer contracts. I've heard
two witnesses speak against this bill and I guess what
I'd like to start by suggesting is that both witnesses
seem implicitly to recognize the problem, implicitly
they seem to accept the statement of purpose, but seem
to object to what is suggested as the content of the
bill. The general rule in Connecticut when two people,
when somebody sues somebody else, is that each side has
to bear its own attorney's fees. The plaintiff pays his
own lawyer, the defendant pays his lawyer. In fact,
that's the rule in most states. To get around that rule,
what has happened is that in consumer contracts a clause
has been inserted, called the reasonable attorney fee
clause. It says that if the creditor or the seller has
to bring an action to enforce the contract, the debtor
defaults, and the debtor agrees to pay the creditor's
reasonable attorney's fees.

It's not a bargain kind of clause, it's not in the
business context, these kind of things may be bargained
into the contract, but it's what they call a contract
of adhesion, a uniform form contract, and the consumer
really has no choice other than to sign it if he wants
to purchase the goods. 1It's not the kind of thing you
can comparison shop on.

What has happened is that a long history of abuse has
developed over those clauses. The theory of the clauses
is if you don't pay your bill and they have to get a
lawyer to sue you, you ought to pay what the extra cost
that you've imposed on the creditor or the seller. But
what has happened is that the kind of collection work
that is done typically involves very very simples cases,
most of which go by default, and in Connecticut if a
case goes by default, the attorney doesn't even have to
go to court. It can be done on the papers. The creditor
provides a statement of the account, the attorney has a
secretary fill in the blanks and type it up, it's mailed
to the court, the other paperwork is mailed to the court.
The amount of actual attorney work done is very very low
and it is not highly skilled work. Nevertheless, for
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RAPHAEL PODOLSKY (Continued): years and years, attorneys

have routinely requested and received as "reasonable
attorney's fees" 33 percent of the amount of the judgment.
And that may not seem like much if you're talking about

a $300 or $400 judgment, but if you're talking about a
$3,000 or a $4,000 judgment, that is an awful lot of
money.

In the last two years, the judicial system in Connecticut
has become aware of the problem, in part because of the
introduction of bills in this Legislature, and has made
some effort to control the size of those awards in default
cases, and gradually what's happened on the regular docket,
those awards have been working their way down to 20 percent
even though attorneys continue to ask for 33, and in small
claims they've been working their way down towards 15
percent. But these are cases that involve judgments by
default. What has happened out of this abusive problem
and long history is the development of protective statutes,
and Connecticut already has some. In Connecticut, for
example, a small loan company cannot include an attorney's
fee clause in its contract. It is illegal in Connecticut,
therefore small loan companies cannot claim attorney's
fees. If consumer goods are purchased on an installment
contract, there is by statute in Connecticut a limit of

15 percent that can be awarded for attorney's fees. If a
suit is brought on a landlord/tenant matter on a lease,
there is a limit of 15 percent. Seven states in this
country totally prohibit attorney fee clauses in consumer
contracts. That is to say there can be no such clause,

and many other states have limits that effects some or

all consumer contracts.

In 1975, the FTC began an investigation. The statements
that the previous speaker made to you about the results of
that investigation are not accurate. The staff has recom-
mended and continues to recommend total prohibition on
attorney fee clauses. The presiding officer has recom-
mended that FTC take no action. The FTC itself is now
faced with contrary recommendations and the matter is
pending in front of the FTC at the moment. I do not know
and I don't think anyone knows how the FTC will resolve
that issue.

Last year, legislation was proposed in this state that
would have put an across the board 15 percent maximum.

That legislation passed the House by 105 to 21, and I

looked through the list of Committee members to see how

the members on this Committee had voted in the House, and

of those people who on the Committee this year who were

in the House last year, the vote was 8 to 1. Representative
Mazza, I will tell you, was the one. All other members of
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ﬁAPHAEL PODOLSKY (Continued): the Committee in the House who

voted on that bill last year voted in favor of it.

It seems to me that the problem is the failure to défine
reasonable by statute, because what has happened is on a
case to case basis, the judicial department can't handle
it, and so what they for years did was simply gave whatever
the lawyer asked for, and now they've tried to develop,

you know, knock off a little bit, take a third of what he
asks and knock it off. And they have not really addressed
the question of what's fair and reasonable.

What this bill proposes to do is address it by legislation
and to build on the existing Connecticut protective
statutes. 1In cases in which judgment is by default, the
bill would say there will be no attorney's fee that could
be added. 1In cases that were not by default, that is to
say contested, the maximum would be set by 15 percent.

But it is important that you understand, and this deals
with something Mr. Rice testified to earlier in the hearing,
it does not in any way limit what are known as taxable
costs. When you bring an action and prevail in Connecticut,
you are entitled as a matter of taxable cost to the cost

of your filing fee, to the cost that you had to pay the
sheriff, and in a default case to $50 for proceedings
before trials. The fact is -- that is not effected, all
these things are add-ons to those amounts. The fact is
that the $50 before trial is not an unreasonable amount

to cover the fair value of attorney's work incurred in a
default case. In a case that is not by default, this bill
would still prohibit an add-on of 15 percent.

Now the previous speaker suggested 15 percent is excessive.
I would agree that 15 percent is excessive in some cases,
but it seems to me we have to take a step somewhere and
this would propose a maximum.

I also want you to know that attorneys do indeed routinely
make requests for very high fees. Last week we did a
sampling of some cases of default cases in the Superior
Court in Hdrtford and found that 25 percent of the
requests showed attorney fee requests of more than $800,
including requests going as high as $1,700 for default
judgments in which essentially a minimal amount of work
was done, and even in those cases where the court did in
some cases knock it down, the $1,700 was knocked down to
around $1,100. Now $1,100 is still an awful lot of money
for that kind of work.

The final thing that was called to your attention on this
bill, is this is not a regulation of attorney's fees. It
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RAPHAEL PODOLSKY (Continued): is important you understand
that. The creditor and the attorney can make any deal
they want for how much they're going to pay. What we are
talking about is how much may be passed on to the debtor.
It is one thing to say that you can add on to his bill a
reasonable amount for the extra collection work that has
been imposed on the creditor. It is another to say you
can routinely when very little work is done add $50 plus
20, 25, 33 percent to the amount of the judgment. What
this bill tries to do is to address that problem, using
the formula that parallels both existing Connecticut

- legislation and legislation of other states.

I would urge the Committee's support for this bill.

SEN. CUTILLO: Any questions of Raphael? Thank'you.

QRAPHAEL PODOLSKY: The second bill I would like to address and
the reason I wanted to give you a written attachment, are

two bills, 6662 and 1105. 1I'll address them jointly;
dealing with used car disclosures.

I testified to you last week already about Senate Bill
117, which as I read it is really substantially the same
bill, and so I don't want to repeat my testimony on that.
These bills all parallel the proposed Federal Trade
Commission regulations. Those regulations are 31 pages
long and go into great detail. Now I've spent a lot of
time in the last month or so trying to find a reasonable
way to translate those regulations into a Connecticut
statute. What I've attached to my testimony is a copy
of what I would propose to you as a full draft of House
Bill 6662, a bill of rights for used car buyers, which
could be used as a full draft for 1105 or 117, because
you could very easily combine the bill into a single bill.

Even that full draft you'll notice is fairly long, it's
ten pages, and I think it's necessary for the Committee
fairly soon if it's interested in this kind of legislation
to begin looking closely at particular drafts. Because
obviously what the particular draft says make a big
differenceras to what the bill's going to be. The basic
principle of the FTC rule would be the use of a window
form in which the dealer checks whether various systems
of the car are okay or not okay, and also discloses the
relevant warranty law. I want you to know that the form
that you have there is not identical to the FTC form, the
FTC proposed form. An identical version could be used,
and I think would be acceptable, but it seems to me we
can do better and what I've tried to draft is something
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NE NADEL (Continued): One other point I'd like to make about
the used car bill is that the provision for a three day
cooling off period. I think again the practice in the trade
is that if you come in and discuss the purchase and then you
decide that you don't want that particular vehicle before
you take any car off the lot that many dealers will give you
your deposit back. And, I think there should be a three
day cooling off period or on the alternative there should be
some provision of limitation of deposit.

I'd just like to briefly, are there any questions about my
comments on this?

: Anybody have any questions?

JANE NADEL: Briefly there are a few other bills. 1I'd like to
testify in support of Senate Bill 1107 , limiting attorney
fees consumer contract. I think the amount of
work that an attorney actually does in some of these
collection cases is .very minimal and this gentlement who
testified earlier saying he paid 25 to 33% when there is

a judgment by default as I understood it, I hope I misunder-
stood it because I really think he's getting ripped off.

I think that Raphael Podolsky described very well why it is
inequitable to have this type fees included in -the contract.

The other bill I would like to address briefly is 7298, the
manadatory express warranty for new cars. There are some
problems, there are a number of problems with new cars, that
I'm sure you're aware of.. I'm not certain quite frankly

how. they should be addressed, but I think something should

be done about it. For instance, it is very disheartening

to know that in 1977 there were more cars recalled than sold.
In 1978 there was a little bit of a better year, but that's
not necessarily saying too much. We're familiar now with

the Pinto case wherein defects show up somewhat after some-
one has purchased a car that are very serious and can really
endanger people, but yet the manufacturers could have remedied
for $10.00 a car.

A lot of these defects do not show up in the warranty period.
I think that's the reason why this bill has been proposed.
Some of these defects show up after warranty. Now legally,
a'defect which the manufacturers notify during the warranty
period should be covered even if the car is out of warranty,
but a lot of times the dedlers will say, I'm sorry it's

out of warranty. Legally that's incorrect. However there
are some defects that don't show up at all during the warranty
period and I'd like to describe to you something that I think
is pretty terrible for all of us which has become known as
the secret warranty. Manufacturers often -- if a customer,
lets say they've had a car for 18 months and they have a




72
kdc

A’Hi
GENERAL LAW February 21,1979 il s

RICHARD MEEK (Continued) feel is an ideal law and I have a copy

of that which I'd like to leave with you.

SEN. CUTILLO: Any questions? Thank you Dick.

Hepburn I believe, Halperin, Holiday Food Company. Irving
Shurberg to be followed by, I don't see him, Larry Green
and Rich Waters after.

IRVING SHURBERG: Good afternoon gentlemen, my name is Irving .

Belt
#14

Shurberg, I'm an attorney practicing law in New Britain,
Connecticut. I appear here on behalf of myself in the
interest of several of my unnamed client, I don't represent
any particular association or group. With reference to bill
number 1107 - An Act Limiting Attorney's Fee Clauses in

Consumer Contracts.

Let me say first of all, let's get, I speak here in self
interest that this bill in some way will act as a detriment
to an attorney, it does not. The limiting of attorney's fee
clauses in consumer contracts only hurts the creditor, the

‘retailer, the businessman, it does not hurt the attorney

because the attorney is going to get paid by his client
whether or not there is an attorney's fee provision in the
contract, and for that reason, I'm really not appearing

here as an attorney, although that is my profession, I'm
appearing as a consumer because this bill, although it's
statement of purpose is to protect consumers, is an anti-
consumer bill. The bill is, protects defaulting debtors

people who do not pay their obligations and will have to be
sued. The burden of that cause, which. the businessman

and the retailer is going to pass on to the consumer is
therefore born by the entire consumer public-and not by the
individual who really should bear the cost of the bill. Now

of the attorney's. Now the cost that a retailer or a business-
man incurrs in paying an attorney to collect the bill, is a real
cost. It's not 15%, I don't of any business which pays an
attorney a fee of that low amount, it's more like 25%, or

30% or a third, depending upon the individual arrangement, and
that's a real cost that the business incurrs when in an attempt
to collect a debt that is not paid by a defaulting consumer.

So therefore, to limit the fees to 15%, to my way of thinking
is really not fair to the business, it only provides a benefit
to the defaulting debtor. Now the bill in question here is
defective in many respects, first of all, in those cases where
it says, involve judgement by default, I would say for example
in foreclosure mortgagg cases, about 90% or perhaps even more
of those cases are judgement by default, even where the
defendent obtains an attorney that appears, the judgements

are technically entered by default and what you're going to

is you're going to prohibit a bank or a foreclosing mortgagee
from recovering his attorney's fee because the defendent
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_ IRVING SHURBERG (Continued): has not interposed any defense, so
it's in the interest of the defendent, the consumer, not to
interpose it in defense because if the judgement is entered
against him by default, he doesn't cost him attorney's fee,
now frankly, I don't see the logic to that. The bill
furthermore does not define what a consumer is or what a
consumer contract is, doesn't include notes, doesn't mortgages,
is it only limited to retail transactions, I think not. 1In
all the bills that I have seen that define what a consumer is,
it's a very large group of people. So the bill is vague in
that respect, I think also that you gentlemen should be aware,
in spite of what Mr. Podolsky said about what the courts are
awarding as attorney's fees, there is a very careful regulation
at the present time by the clerk's offices in 'the courts and
by the judges, as to what attorneys may recover his attorney's
fees. It does not in my experience, equal anywhere near

25%, as a standard, for example, in small claims court, by
rule of court, the attorney's fees are limited to $50 or 15%,
whichever is lower, and that is the limit that the courts will
award in those cases. In order for an attorney to recover
more than that, he has to come to court, make a personal
appearance and explain why his fees should be higher. 1In
cases which are not small claims, which go simply by default
on the processing of papers, the courts will only award 15%.
That is also an unwritten rule of court now. In order to get
more than that, you're going to have to go before the judge
and you're going to have to explain why your services should

equal more than 15%. 8o the regulation of reasonable attorney's
fees, I think, today, based on my experience, is reasonably
done by the court. I see this bill as unnecessary, I see it

as a detriment to the consumer and only really serves the
interest of those people who don't pay their debts and have
to be sued for the collection of it.

SEN. CUTILLO: Very good testimony, any questions? Thank you.

Mr. Waters, to be followed by the Department of Consumer
Protection.

RICHARD WATERS: My name is Richard Waters, manager of the Credit
Bureau of Bridgeport, Connecticut. The Credit Bureaus
appreciate this opportunity to speak in opposition to house
bill 6482. This bill requires the registration of investiga-
tors of Credit Bureaus and other companies. We simply do not
see the need for another bill requiring such registration.
Credit Bureaus Corp. is already registered with the Secretary
of State, we pay our required fees annually. We would think
that other credit reporting agencies in Connecticut do like-
wise. Therefore we wonder why just our industry is now being
singled out for this double registration requirement. If
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clerk of the committee, Rosemary Nardi. Thank you, Mr. President, {aR

THE CHAIR: i

Thank you, Senator. WLll you remark further? (Applause).

Madam Clerk, return to the calendar,

THE CLARK:

Please turn to page 3 of the calendar, bottom item on the 1& 

page, calendar H547, File 533, Favorable Report of the Joint Stand- B

ing Committee on Energy and Public Utilitles, Senéte‘Rill 1415 o4
SENATOR LIEBERMAN: |

Mr, Pregident,
THE CHAIR:
senator Lieberman,
SENATOR LIEBERMAN:
I wanted to save the Clerk some hreath, Mr. Preéident. It's

a. hot day and she's been working very hard, We'd llke to mark

that P.T. at the current time,
THE CHAIR:

That item is passed retalning its place, .

| |
; i |
SENATOR LIEBERMAN v

We wanted to pass 1t temporarily, Mr. President,

THE CHAIR:

|
Pass temporarily. Excuse me. ' |
i
THE CLERK: |
[

Turnlng to page 4 of the calendar, second item from the top, B}

calendar 604, File 595, Favorahle Report of the Joint Standing o

Committee on deneral Law., _Substitute for Senate Bill 1107, An Act
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Limiting Attbrney‘s Tfee (lauses 1n Consumer Contraoits.
gENATOR CUTILLO:

| Mr. Presldent.

THE CHAIR:

\ Senator Cutillo,

ENATOR CUTILLO:

Mr., Pregldent, at thlsg time I would make a motlon that calendar
No. 604, senate B11ll 1107, File Wo. 595 be referred to the Commlttee
on Judiclary. '

THE CHAIR:

‘ You have heard the motion,

 SENATOR CUTILLO:

Mr. President, I belleve there wlll he remarks. I belleve

there will he disagreement with thls motion. _I would move also

_that there be a roll call vote on the motilon.

THE CHATR:

The motlon lg to refer‘this item to the Committee on Judicilary.
Will you remark on the motion?

SENATOR CUTILLO:

'ir. Pregident, I will remark Jjust briefly hefore gitting down.
THE CHATR:

You have the floor, gSenator Cutillo.

SENATOR CUTILLO:

The reason for the motlon, during the course of any legislative

sesslon, we become 1lnvolved, thig bill did emanate and come from
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General Law. It did belong 1n Judiciary. We did not refer it
to Judiclary. Having talked to the two co-chalrmen of that
committee, 1t has heen agreed alt least among several people that
it should have gone there, therefore, this motlon to refer,
Thank you.
THE CHAIR:

Will you remark further?
SENATOR CASEY:

| Mr, Pregident.

THE CHAIR:

3enator Casey.,
SENATOR CASEY:

I object to the referral to Judliciary, Thls hill like other
congumer hillg, came out of General Law. I helleve that 1s its
rightful Jurisdiction. We have an amendment that I would like to
put forth on the Senate floor at the proper‘time and I urge the
members to glve us a chance to discuss this hill in the open,
Thank you,

THE CHAIR:
. Will‘you remark further? If not, call an lmmediate roll call,
THE CLERK:

Immediate roll call has heen ordered in the Senate. Vould all

genators please return to the Chamher., Roll call in the genate,

Would all genators please take thelr seats.
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THE CHATIR:

T will explaln the vote. 'Did you want to speak on the

motion, Senator? |

__SENATOR SCHNELLJR:

I was golng to ask you, Mr. President, before the roll call

if you would be good enough to explain the roll csll vote.

THE CHAIR:

I shall, Sir.

SENATOR SCHNELLER:

Thank you,

THE CHATIR:

Thank you, Senator. We afe on page 4 of the calendar, calen- i
dar item 604, substitute Senate Bill 1107. A motlon has heen made
by the Chalrperson of the Committee on General Law, Senator Cutillo
to refer this blll to the Committee on Judiciary. Objectlon has b
heen made by gSenator (Casey. Senator Cutlllo requested a roll call,
We are 1ln the process of that roll call. If you wish to support
the reference to Judiclary, you vote green., If you wilish to support
the objection, you vote red., The machine is open. Has everyone
vote@? ‘Has everyone voted? The machlne will be closed. The

Clerk will take a tally. The vote is 16 yea, 19 nay. Referral

falls, The bill 1is properly hefore the Chamber.

SENATOR CABEY:

Mr. President,
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THE CHAIR:

senator Oasey.

SENATOR CASKEY:

I move acceptanoe‘of the jolnt commlttee's favorable report,
unanimous favorable report and passage of the blll. I understand
that the Clerk hasg an amendment.

THE CLERK:

Clerk has Senate Amendment Schedule "A'", File 595, Substi-

tute genate B11l 1107, offered hy Senator Gasey. It's LCO 8614,
8614,

SENATOR CASWY:

T ask that the readlng be waived,

THE CHAIR:

The question is on adopting the committee's favorahle report
and passage of the hill, An amendment bhas been offered by Senator
Casey. Do you wilgh to move for adoptlon of the amendment, Senator
Casey?

DENWATOR CASEY:

I so move, Mr, Presldent

THE CHATIR:

Motion has heen made to adopt. You wisgh to walve the reading
of the amendment, Senator Casey?

SENATOR CASEY:

Yeg, Sir.

THE CHATIR:

Without objection, it is g0 ordered. Proceed.
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SENATOR CASEY:
Thank you, Mr, Pregldent. Thls amendment, I belleve,
mekes the hill a very fair bill both to the attorneys, tb the

husinesgss man and also to the consumer, What the amendment doeg

1lg to put a cap on default cageg only in consumer contracts.
That would he 15% or %500.00 whichever is less., In most cases
of default, which I bélieve s 50% of the contract cases hand-
led hy attorneys, there ig little more than a-letter or a follow
\up done hy the attorney and I feel that 15% or 4500.00 limit,
whichever 1s less, 1ls a fair approach to this problem,
THE CHAIR:

Will you remark further on Senate "A'"? Hearing no further
remarks oo
SENATOR CASEY:

Mr. Pregldent, I ask for a roll call vote.

THE CHATIR:

Roll call hasg heen requested. Those in favor of roll call
slpnify by saying aye., More than 20% having responded in the af-
firwatlve, it shall ordered. Anvounce a roll call in the Senate.
THE CLERK:

Roll call has heen ordered ln the genate, Would all Senators
please return to the Chamber, Roll call in the Senate, Would all
Senatorsg please take their seatg,

THE CHAIR:

Will you renmark further on the adoption of genate "aAM, Ve
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The machlne is open. Have all Senators

please return to the Chamber,

The Clerk wlll take a tally.

ug as amended hy Senate
SENATOR CASEY:
Thank you, Mr. Pre

it 1s such a hot day.

5

cap to put on this type
THE CHAIR:

SENATOR CABEY:

congent calendar,

THE CHATR:
Is there objectlon

- hone, it 1s so ordered,

a falr hill as I said hefore,

The bill is still before us.

HAH'

Roll call is 1in process in the Senate. Would all

Senators

The vote

ls 34 yea, O nay, the amenduwent is adopted, The bill ils hefore

sldent. I'1ll just make it brief because

The bill bhefore us right now, I helleve lg

of contract ending.

to placing the 1tem on consent

?

H

Right now, an attorney sending a
consunmer a letter and getting a response immedlately and having
the case endlng in default, I feel 1s a simple matter and that

the 15% or 4500.00 limit is a very undergtandahle limit to put on,

Wlll you remark further?

Mr. President, 1f there are no objectlons, I move it to the

Hearing
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meet agaln untll next Tuesday and we Will then meet on Tuesday,
Wednesday and Thursday at noon each day wlth a caucus of hoth
Republicans and Democrats to precede at ten in the morning.
THE CHAIR: |

The machine may be'ologed. The Clerk please tally the vote.

Result of the vote - 34 total voting, 18 necessary for passage,

34 yea, O nay., The consent calendar ls adopted. gSenator Lieberman,

. SB 1107, SB 1651, HB 7817, HB 7888, HB 7692, HB 6082, SB 1264,
SENATOR LIBBERMAN: 1r5-cox7) 115 7067, HB 6938, SB 1617, 1B 1637, 1B 7963

Mr. President, I move for suspension of the rules to allow for
immediate transmittal to the House of those items that should go to
the House. |
THE CHAIR:

Without objection, so ordered.

SENATOR LIEBERMAN:

Mr. President, I would like to thank the Members of the Circle
for their cooperation. I think the calendar is in pretty good shape
at this point, I hope everyone has a good long week-end.

THE CHAIR:

You too) Senator‘Lieberman.
SENATOR LIEBERMAN:

Thank you,

THE CHAIR:

I hope you'll pray in the Synagogue for all of us as usual

on your Sabbath,
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THE CLERK:
Clerk 1s going to turn to page 23 top ltem on the page,
Calendar 604, wille 595, Favorahle Report of the Joint Standing

Committee on General Taw. _Substitute for Senate B111l 1107. An

Act Limiting Attorney's Fee (lauses In Consumer Contracts. (As
amended by Senate Amendment Schedule "A"), The House re jected
senate "A" on 5/18,
SENATOR CUTILLO:

Mr. Pregldent.
THE CHAIR:

Senator Cutillo.
SENATOR CUTILLO:

Mr, Pregident, at thls time, T'm golng to move a recom-

mittel, Mey I speak on the recommlttal?
THE CHATIR: |

Motion is on recommittal. Will you remark?
SENATOR CUTILLO:

Yes, Mr, Presldent and when the vote 1s taken I ask that

it be taken by roll call.

THE CHAIR:
The Clerk please announce a roll call.
SENATOR CUTILIO: .
Mr. Presldent, when thls blll was taken up lnitially several
weeks ago we had a dlsagreement In thls Chamber as to the structure

that it's now in. We did compromise. We had an amendment, I be-

lieve by Senator Casey, at least we agreed on one hetween Senator



Cagey and myself, The Houge has rejeéted it. It did make it a
more plausible bill, We now have a disapreement between Senator
Casey, myself and other concerned partles pertalning to thils hill,
I feel that by recommltting it, in the interim and next year when
we come back into sesslon, we'll be able to get the blll out again
the way we had agreed to wlth the amendment and, hopefully, with
the Houge Members having a better understanding of what we're
dolng. It is, therefore, Mr. President - tﬁerefore, Mr. President,
these are the reagsons that I move a recommittal on the bill,

THE CHAIR:

Motion is on recommittal. If there's no objection, so ordered,
SENATOR CASEY:

Mr, President, I object,

THE CHAIR:
senator Casey.
SENATOR CASEY:
Thank you.
THE CHAIR:

I beg your pardoh, a roll call was asked for.
SENATOR CASEY:

Thank you. Thank you very much., 0O.K. I obJect to the
recommittal., To go over what Senator Cutillo said, the bill was
amended, our amendment that we passed and agreed upon two weeks
ago was overturned in the House. Tonight I'd 1ike to ask the

Members of the Chamber to consider the hill as it unanimously.
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came out of the General Law Committee about a month, month and
a half ago. The blll would as unamended as 1t was rejected in
the House would take off the limit of $500.00 that a business
man can get a Judgement by thé Judee to the consumer, Thig would
provlide in cases where the contract is larger than most cages,

1t would glve the attorney an unlimited amount as far as the
cellling he could attaln or the businessman could attaln from the
aonsumer, It would not in any way affect tﬁe amount the attorney
can in turn charge the businesgman, In the situation of default,
that was overturned algso and thils bill would consider every siltua-
tion ke 1t default Jjudgement or not and T would agk that the Senate
overturn the move for recommltal and discuss the hill out 1n the
open. |
THE CHAIR:

| Motion 1s on recommltal, Will you remark further? Senator
Curry.
SENATOR CURRY:

Mr. President, I rlse to oppose recommltal and to concur
with Senator Casey, i believe that that a majority of thls body
wlll support this bill unamended and did a majority of the House
of Representatives and, ln fact, I belleve that a majority of
this Body on the day that the amendment was offered would have
gupported the bill unamended. The bill very simply étates that
attorney's fees shall not be avallable to an attorney who is a

galaried employee of a creditor, seller, etc., and that no at-
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torney's fees he avallabhle prior to the commencement of a law
sult and 1t limlts attorney's fees on consumer contracts, that
igs to say, contracts for sale or lease of a good gervices for
household personal or famlly uses to 15% and that does not limit
the lawyer's fee, That llmlts the amount of money which can he
added on to the contractaggargedto the debtor. I belleve that
it's a mundamental principle upon which there was majoritarilan
congenans wlthin this Clrcle upon the day of initlal passape,
and I would oppose its recommltal,

THE CHATIR:

Motion 1s on recommittal, Will yéu remark further? GClerk
please announce a roll call.
THE CLERK:

Immediate roll call 1n the Senate, Would all Senators
please return to the Chamber, Immediate roll call has heen
ordered 1n the Senate. Would all Senators please take theilr seatg.
THE CHAIR:

Voting on Calendar No. 604, Senate BL11l 1107. The motion
ls to recommlt., The machines willl be open. The machline is
cloged, Total number voting 34, necessary for passape 18,

Those votling yea 12, those votling nay 22, Motion for recommital

SENATOR SULLIVAN:

Mr. Presildent.
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THE CHAIR:
Senator Hulllvan.,
SENATOR SULLIVAN:

Polint of order Mr. President., Mr. President, it appears

that this blll has to do with court proceedings, attorney's
fees, salarled employees engaged In a law sult and I would ask
for a rullng of the Chalr, T belleve that this bhill, and if
I'm not mistaken, in thls segslon we have passed a bill a portion
of which is irn thls bill already, which came out of Judiclary and
T would ask the Chair to make a ruling as to whether or not this
B1ll is properly hefore us as I think it's within the province of
the Judiclary Commlttee and not the General Law Commlttee from
whence thls bill came.
SENATOR GABEY |
Mr. President.
THE CHAIR:
genator Casey.
SENATOR CASEY:
T'd llke to oppose Senator Sullivan on this situation. I
-feel that contracts are certalnly .....
fHE CHAIR:
genator, Senator Sullivan has made a point of order as to
whether or not the bill lg properly before us or should have come
from the Jjurldisdiction of the Committee on Judiclary. The Chalr

wlll bhave to rule on that, Do you have a point of order, Senator?
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SENATOR DEPTANO:

Well, I just wanted to Jjoin in with Senator Sullivan be-
cause we just did a bill on the calendar dealing with 5lmost
the exsct same thing concernlng attorney's fees and contracts
and consumer contracts and therefore I feel that thls partl-:
cular blill ls not properly before this Body on the hasls that
it should have come to the Judlclary Committes,

THE CHAIR:

Senator Casey,
SENATOR CASEY:

Mr. President, the last time thls leglslation was bvefore
the Body, there was a move to refer to the Judlclary Committee
and that motlon was defeated,

THE CHATIR:

Sehator Rugglero., Speaking to the polnt of order?
SENVATOR RUGGIERO:

Yes, please, Mr, President. I would presume that the Chair
has invited debate on the polnt of order.
THE CHAIR:

Limited dehate.

SENATOR RUGGIERO:

Thank yéu Mr. President., Only, Mr., President, I would Jjust
like to speak on a motlon to refer, obviously, has nothing to do i
with a point of order. Had a point of order heen ralsed I bhelieve

that polnt would bave been well taken when it came up the first
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time. I would point the Chalr to Joint Rules No. 3K, first
three sentences whlch says, "the Commlttee on Judiclary which
shall have cognlzance of all matters," and T underline the

word "all"'", "relating to courts, Jjudiclal procedures,itc,

Mr. Presldent, I believe the polnt 1ls well taken and would hope
that you would rule accordingly.

THE CHAIR:

The Senate willl stand at ease, The Oﬁair has reviéwed and
dlscusgsed with both sides the elements in dispute with respect
to Senator Sulllivan's point of order., The Chalr does not feel
that the subject matter of Calendar No; 604, Senate RBill 1107
1s without the Jurlisdiction of the General Law Committee and

therefore rules that the hlll 1s properly before us and the

polnt of order is not well taken. Senator Casey.

SENATOR CASEY:
Thank you Mr, President. I move the blll bhe - 1lg the motion
before us yet, Mr, President? I move that the bill be accepted
as unanimougly passed by the Jjoint favorable - Jjolnt commlttee -
and bill be passed in the House hefore us,
THE CLERX: |
Do you want to concur with ...
SENATOR CASEY:
Oh, I concur., I concur, Mr. President.
THE CLERK:

You have to reject Senate "a" 1f you want to be 1n con-

'
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currence with the House,
SENATOR CASEY:
0,K, I move the rejection of genate "A", Would that he
a separate motion?
THE CHATIR:
That would be a separate motion, Senator,
SENATOR CASEY

Thank you, Mr, Presldent. I move the rejectlion of senate "A',

THE CHATR;

Motion is on re Jectlon of Senate Amendment Schedule "A'", wWill
you remark further?
SENATOR DE?IANO:

Mr., Presldent.
THE CHAIR:

senator DePlano.
SENATOR DEPIANO:

I would 1like to remark on the motlon to reject today and ask
that thls Body vote agalnst the rejectlon of that amendment. The
amendment was glven due deliberation in thls Chamber. It provided
and made a very weak bill into a good blll. Down in the House
they felt that that was not acceptable to them and once we're in
8 posltion where we elther have to swallow what the House wants
us to do or, Lln effect, stand up and be counted. Now we all
voted on the orlglnal amendment and I belleve it went on the con-

sent calendar at that partlcular time, so apparently we all thought
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1t was an excellent amendment and therefore I ask, under the
circumstances, that we ghould vote agalnst the rejectlon of
House Amendment "A" and let this bill go for thls térm and
have 1t come bhack in January after more lnput can be put into
the bill,

THE CHAIR:

Motion is on rejection of Senate Amendment Schedule "a",
Will you remark further? Senator CunninghaM.

SENWATOR CUWNINGHAM: |

Thank you, Mr. President. Mr. President, I rise also agalnst
re jection of Senate Amendment "A'". T voted when thls bill was ori-
glnally before thls Chamber and I voted agaln today against recom-
mittal, but I would not support the blll with Senate Amendment "AY
on 1t. Thank you Mr. Presldent.

THE CHAIR:

Will you remark further? gSenator Casey,
SENATOR CASEY:

Mr. President, the bill as it 1ls before us calls for 157 cap
on any Jjudgements by a huslnessman to a consumer. This has pre-
cedent in ...

SENATOR CUTILIO:

Mr, President, Mr, President. Mr. Presidént.

SENATOR CASEY:

This has president in ...



Jet

A
i ea

Thursday, May 24, 1979
Page 290
SENATOR CUTILLO:
Polnt of lnquiry please?
THE CHAIR:
Sehator Cutillo,
SENATOR CUTILLO:
An inqulry.
THE CHAIR:
Well.
SENATOR CUTILLO:

Mr. President, hecause the LCO Ls closed, is Lt at all
pogsible, gseeling that we all understand what the amendment was
to start with, that we could have and discuss and possibly put
on origlnally what Senate Amendment "A" was, We don't have the
ability to go to the LCO to get the amendment to have it spread
out and do 1t technlcally., I would ask of the Chalr if it's at
all possible to do that.

THE CHAIR;

Senator Casey.
SENATOR CASEY:

Mr. President, may I through you to Senator Cutlllo, 1f you
would 1like to see that amendment, look in your flle and it's
there,

SENATOR CUTILLO:

On the laquiry, Mr. Presldent, to you.
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not in the file.

SENATOR CASEY:
Excuse Mr.

me , Pregldent.

THE CHATR:
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it has not heen reprinted and 1is

Senator Cutillo, in response to your inquiry, we'll have

coples of Senate Amendment Schedule "A'" distributed.

SENATOR CUTILLO:

We can do that then, Mr,
THE CHAIR:

We can do that right now.
SENATOR CUTILLO:

Thank you.,.
THE CHAIR:
The
SENATOR CASEY:

May T contlnue, Mr,

THE CHAIR:

Senator Casey, you may proceed.

SENATOR CASEY:
Thank you Mr. President.

SENATOR RUGGIERO:

POint of order, Mr., President.

Senate will stand at ease,

Pregident?

Pregldent?

Ma v

T would ask that

I continue?

15% cap on ..,

thls

matter he passed temporarlly untll we have an opportunity to
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look at the amendment please?
THE CHAIR:
Tn view of the fact that it's golng to bhe five minutes or

less that the amendment will be on your desk, will pass thisg

temporarlily. Clerk will proceed with the calendar,

THE CLERK:

Clerk will turn to page 32 of the .., thirty .. under the
heading of Foot, page 34, excuse wme, T was right to heglin with,
page 32 of the calendar, Calendar 529, File'SOO. Pavorable fe-

port of the Jolnt Standing Committee on Insurance and Real Fg-

tate., Substltute for Senatey%lllﬂl}65, An,Act Concerning Munici-~
pal Rlsk Management Pools.
SENATOR MURPHY:
Mr, Pregident.
THE CHAIR;
Senator Murphy.
SENATOR\MURPHY:

Mr. President, I move acceptance of the Jjoint committee's
favorable report and passage of the bhill., I belleve the Clerk
hag an amendment,

THE CLERK:

Clerk has genate Amendment Schedule "A", File 500, Substi-

tute Senate B11ll 1365 offered by Senator Murphy. LCO'9109.
SENATOR MURPHY:

Mr. President, I move adoptlion of the amendment and move
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i CHATR:

You wish for adoption of the blll as amended and move 1t 1o

the consent calendar, Without objectlon, so ordered,
THE CLERK:

Clerk has completed the calendar except for the ltem that g 1107
we passed temporarlly at the top of page 23, I believe the amend-
ments have heen passed out.

SWNATOR CASEY

Mr, President, we now have the amendment hefore us and I
hove that thls motlon to reject 1s proper.
THE CHAIR:

Motion is for rejectlon of the amendment, Do you wigh to
remark?
SENATOR CASEY:

Yes, Mr, Presldent. 15% cap is has precedent in Connecticut
law. It's included in the retall installment salesgs financing act
since the 1940's, the Landlord-Tenant Act since 1976, The Small
Loan Act which I bellevé ls zero percent and the Uniform Consumer
Credlt Code which is zero prefereed for zero or.1l5% across the
nation, Thls 1s not in the Connecticut law though. The Small
Claim Court has a rule that encourages 15%. Thls blll afifects
consumer contracts such as bank loans, credlt card transactlons,
collection work for unsecured purchase goods, those goods that
sannot be repossessed, service contracts such asg health spas or

Arthur Murray Dance Studlog, If there 1s no law sult In this
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case, Mr. Pregldent, there ls no percentage. There's a rea-
sonable percentage that would be allowed 1ln certaln sltuations
but this would not affect late payments, clauses in ooﬁtracts,
would not affect reasonable collectlon fees in consumer con-
tracts and, of course, you wlll always have the taxable ltems,
those sheriff's fees and filing fees that are done 1n court,
These are automatic without a contract. Also in cases of de-
fault, there's %50.00 provision for pre-trial costs for at-
torneys and alsb for trial contest that $50.00 for the pre-trial
and $75.00 for a total of #125,00 contested that need not be
in cbnsumer contract, I feel thig bill is good as 1t 1s hefore
us and T urge my flne colleasues to reject this amendment.
THE CHAIR:

Motion ig for rejection of the amendment. Would you remark
further? Senator DelPlano.
’SENATOR DEPIANO; |

Mr, President, 1'd 1llke to move for a roll call vote on this
partlicular motion, but I would llke to say one further thing.
This 1s a 1little more than this particular blll at stake at thils
particular time. We are on record now as having made this partl-
cular amendment law as far ag the Senate wags concerned, It went
on the consent calendar. It was voted unanimously. Ve all gave
our stamp of approval that thls was a good amendment. Now L1t goes
down to the House, They have another vlew., 1In effect, they're

telling us, look, you were wrong on that amendment. They glve us
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no reason why and send 1t back up here, and we're supposed_to
be puppy dogs now and say, look, we were wrong when we first
voted on thlg House Amendment, on thls Senate Amendument. Ve
were wroneg and now we're goling to swallow and reject it. I
think 1t's a little more than this particular blll, and I think
we have to stand up and be counted.
THE CHAIR:

Will you remark further?
SENATOR CURRY: '

Mr. Pregident.
THE CHAIR:

Senator Curry.
SENATOR CURRY:

I would hopé thal we would reject the amendment. T bheve
noticed in my short tenure here that there sometimes does de-
velop hetween the two Houses an atmosphere simllar to that which
might develop between two competing fraternlty houses on a college
campus, and I think that 1ls inappropriate to decislons hased upon
the merits of a glven blll and I've been burnt personally myself
seeing that kind of a syndrome work the other way. I think that
we have to lgnore the natural feeling of competitiveness that we
might have toward our Housge colleagues and look at the merits of
thls legislatlon. If we do that, what we find 1is a'very glmple
bill, a blll which says that in a contract for wmoney, property or

services intended primarily for personal, famlly or household use
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there shall not he collected from thevdebtor of purchaser
more than 157 surcharge for attorney's fees and that these
aball not be collected hy salaried employee of the creditor
or seller and that they shall not be collected prior to the
commencement of a law gult, That's slmply falr. It does not
mean a very great change, and all 6f us who are attorneys here
ought to kunow that 1t does not mean a very great change in what
Ls now customary practice. All of us, I think, who are attorneys
know that in most cases, particularly in terms of the collectlon
of bad dehtg, we're charging, attorneys will charge a certaln por-
tlon of the total bad debt and do sufficlently well. We're not
changlng customary practice that much. Rather we're insuring
that we would all regard 1t at least standard wlll be adhered to,
s0, with all due respect to one of the filnest attorneys in the
Clrcle, senator DePlano, by universal acclalm, T would say that I
do not feel like a puppy dog in rejecting thls amendment., I feel
that T'm looking at the merite of a sensible bill and making a
reasonable judgement.
THE CHAIR:

Clerk will please announce a roll call,
THE CLERK:

Immedlate roll call has been ordered 1in the Senate, Would
all senators. please return to the Chamber, Roll call in the

genate, Would all Senators please take thelr seats,
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SENATOR DEPIANO:
Mr. President.
THE CHAIR:
Senator DePlano,
SENATOR DEPIAWNO:
Would you in your expert way clarify the vote on this
particular hill.
THE CHATIR:
I lntend to, Senator DePlano. Are all the Senators back
in the Gircle? Motlon is for rejection of the amepndment., An
affirmative vdte, a yes vote, lg for rejection. A no vote 1s
for non-re jection. The machine 1g open. Please record your
vote,
SENATOR CURRY:
Point of order, Mr. President, T bave to confess to a
certaln confusion at this point,
THE CHATR:
The motlon was made by Senator Gasey to reject the amendment.
SENATOR CURRY:
To reject Senate Amevndment "“AM?
THE CHAIR:
Cofreot. And 1f y»nu wlsh to conform with his suggestion,
you vote yes, If you disagree with that, you vote no., Has
everyone voted? Machine 1ls cloged. Clerk please tally the vote,

Result of the vote. 34 total voting, 18 necescary for passage.
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18 yea, 16 nay, The amendment lg rejected. Senator Casey.

SENATOR CAGIY:

Mr, Presldent, thank you for your patlence with thls weary
freghman, Is thle blll properly before us now?
THE CHAIR: |

The blll is properly before us. Proceed,
SENATOR CASEY:

T'd like to comment. Once agaln, this bill puts a 1limit on
the amount of collection costs for attorney's fee, not the at-
torney's fee themselves, that can he added into a consumer's bill
1f he's:sued for payment. The limit is esteblished at 15% of
the amount of the Jjudgement. It's purpose 1s to put an end to
the practice by which the consumer ig forced to pay unreasonable
collectlon ooéts, far out of proportion to the value or the extra
work the creditor has gone through. Mr. Presldent, I urge my
colleagues to support this bhilll.

THE CHAIR:

Will you remark further? Senator DelPlano,
SENATOR DEPIANO:

Mr. President, unless T read¢ my calendar lncorrectly, we
have voted on Senate Amendment Schedule "A" as to whetbher to
accept 1t or reject 1t., There 1s also House Amendment Schedule
"A" that has not heen acted upon by thls Body, Therefore, I do

not think the blll 1s properly before us at this.time.
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THE CHAIR:

The genator lg incorrect. Ve may proceed, The vote isg
on the bill, Will you remark further? Senator Ruggiefo.
SENATOR RUGGIERO:

Mr. President, through you a question to 3enator Casey.

Actually, T'll address my questlon to Senator Curry as a pro-
. ponent of the blll 1f he wlshes to answer it. Senator Casey
sald that in hls opinlon 15% is a reasonahble figure. If any
.of the proponents of the bkill want to tell me why 15% happens
to be a reasonable flgure, I would be happy to hear the answer,
THE CHAIR:

Do you care to respond? Senator Curry. Rrlefly.

SENATOR CURRY:

Very briefly, Mr., Presldent. It's an lngenlous question
on the part of Senator Rugglero.
THE CHATIR:

The question 1s a simple one. Why do you think the per-
centage of 15% 1é reasonable ?
SENATOR CURRY:

The experlence of those who. have worked on this bill has
been that that 1s a flgure which provides ...
SENATOR RUGGIERO:

Mr., Presldent, polint of order, maybe HMr. Curry could speak

up., He's kind of mumbling on this end. We can't hear hinm,
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THE CHAIR:

The point of order is that you have not articulated your

explanation, Would you kindly do so?
SENATOR RUGGIERO:

That'e what T tried to say, Mr. President,
SENATOR CURRY:

Through you, Mr. President, the informstion recelved hy
thoge who worked closely on this bill was that thls flgure did
represent a more than adequate return to any attorney involved
in such work, that 1t provided for what anyone would accept to
be adequate hourly wage glven the complication of the work., In
fact,afar more than adequate hourly wage., I do not have here,
the senator mlight have rightly guessed, a statlstical corrobhora-
tlon of that thesls, beyond which discusslon of what 1s reasonable
or unreagonable neceggarlly takes us into some of the more abstract
realme of dlscusslon 1nto which we might enter this evenlng and
which mlight incur the wrath on both our heads of the entire re-
malnder of thils Clrcle, so T wlll offer that as a response in
hopetggg senator from Teorrilngton 1s duly satlsfled,.

THE CHAIR:

senator Rusglero, the response has heen made., Do you have

another question?
SENATOR RU@GIERO{
Through you, Mr. President, to Semator Curry, would you

please tell the Circle who provlded the informatlon that led you
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to belleve this 157 was reasonahle?
THE CHATR: |
that
Question has been propounded is where you have your infor-
matlion, I think he wants to know your cltation. Senator Curry,
if you wish to respond? |
SENATOR CURRY: |
Yes. I would just llke to say a couple of things to Senator |
Rugglero, The 15% figure 1s already well establlished hoth in
Connecticut and nationally. Two Connecticut laws, the Retall é
Installment gSales Financing Act and the Landlord-Tenant Act al-
ready use the form of the 15% limlt for certaln kinds of con-
sumer contracts. Thls 1limlt applles to all secured consumer
contracts and residentlial leases whether Judgement is contested
or by default. 1In addlitlon, the Connecticut Small Claims Rule
discourages although they do not prohibit awards of more than
15% tb credlitors for attorney's fees 1in default cases, Practlice
book section 467HH. At the natlional level, the uniform consumer
credlt code, UCCC, which has heen proposed hy the Natlonal Con-
ference of Commigssioners on Uniform State Laws would not permit
a credltor to claim more than 15% on any consumer contract whe-
ther by default or not, there ls thus a solld precedent for the
use of the 15% maximum, Senator Rugglero.
STNATOR RUGGTERO:

senator Curry, let me just respond ...
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THE CHAIR:
genator Rugglero, Senator Rupgglero.
SENATOR RUGGIERO:
T do have the floor, Mr. President, Right?
’E‘HE CHATIR: |

T understand that. You want to continue colloquy? You
have énother question?
SENATOR RUGGIERO: |

No. I think T have a statement to make, Mr, President.
THE CHATIR:

All right, You may proceed,

SENATOR RUGGAIERO:

Flrst of all, Mr, Curry, let me tell you that 1f you want
to equate a sult on a congsumer contract with the Landlord and
Tenant Act, I don't hink you've bheen practiclng long enough,
because you haven't done enough of them, WNo, 2, when you talk
about a 154 limitatlon in the practice book that limitation 1s
there 1ln accordance with where Senate "A" was - for default,

a sltvatlon where they change the procedures in the State of
Connecticut. What we have now 1lsg the situatlon you talk ahout
1n the abstract and trying to determine attorney fees in the
abstract., What we have now in the state of Connectlcut 1ls a
situation where the Jjudge reviews the flle and he determines
how much work an attorney had to put in to collect the debt

and that's the amount of money he awards, not to the attorney,
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that's the amount of money he awards to the plaintiff. The
attorney charges the same fee to hig cllent regardless of what
the Jjudge allows the plaintiff to recelve from the defendant.
This 1s not a blll for the attdrneys. Qur fees, my fees, my
office fees are not changling one nlckel. The only thing we're
dolng 1s we're taklng the buslnessman, who has to go after the
deadheats and we're allowlng that businessman to have to spend
more and more money bhecause somebody wanted to go ln and buy
three refrigerators when they didn't need tﬁem and couldn't pay
for them and get away wlthout having to pay the consequencesg.
I thilnk this State, Mr, President, has continously hurt husiness.
I serve on the Buslness Tax Sub-commlttee. We've trled a nunmber
of times and we have bllls, we're trying to strengthen business
in the State of Counnectlcut. Thils type of legislation does
nothing but hurt 1t. It's good leglslation for the deadheat and
the guy who doesn't want to pay bhils bllls, Tt's not an attorney's
fee blll. Our fees are the same. Every attorney that sits in
thils room is goling to charge his client the same amount of woney.
All we're dolng is taklng Lt out of the businessman's pocket and
allowlng the deadbeat to get away with something else in tbhig
State,
THE CHAIR:

Senator Post,
SENATOR FOST:

Mr. President, I would like to add one additional thing to
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the arpgument of Senator Rugglero whose remarks I support and
the argumentg we've made previously about freedom of cantract
and the ability of people to enter into contracts, that being
a concept. The new thing I would like to add to the argument
1g that even under the provisions of this blll what we're dolng
ls encouraglng law sults., As 1t now stands, 1f you don't bring
the law sult, you're 1llmlted as to how much you can collect.
If you do bring the law sult, you're not limlted, g0 it would
seem to me, if I understand the blll correctly, what we are doing
ls daylng that all you have to do 1s flle the law sult and you
can collect a larger amount., What that means is, 1f you bhave a
debt agalnst somebody, don't try and collect 1t quickly and
easlly. Make sure you bring your law sult so that you qualilfy
for the higher amount. What that does 1ls encourage more litiga-
tlon, more law suits, more expense to everybody. Rather than
encouraging settlement of these clalms, thls kind of a bill is
goling to encourage the bringing of more law suits and for those
three reasoné I think we ought to reject it. Thank you,
SENATOR CUNNINGHAM;

Mr. Presldent.
THE CHAIR:

Senator Cunnlnghamn,
SENATOR CUNNINGHAM:

Mr. President, through you, I'd like to lnqgulre of Senator

CUTTY,y ovese
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THE CHAIR:

Why don't you take a ghot at Casey now? Curry's tlred.
SENATOR CUNNINGHAIM:

No, I'm golng to lnquire of Senator Curry on this, through
you, Mr, Presldent, Senator Curry, have you bad any personal
experlence wlth regard to the collectlon or defense of consumer
claim, consumer actions?

THE CHAIR:

The questlon has been directed to Senator Curry. Senator
Curry, you may respond.

SENATOR CURRK:

Desplte the Llmpropriety as I vew the question, T'll tell
you in a simple one word answer, Yes,
THE CHATIR:

Senator Curry, may I ask that you observe the rules and
stand’ please?

SENATOR GURRY:

Yes. I'm sorry, Mr., President. Yos,
THE CHAIR:

Senator Cunningham,

SENATOR CUNNINGHAM:

Mr, President, through you, a further questlon to Senator

Curry., Baged upon your personal experience, do you helleve that

In all cases a 15% limit 1s reasonable?
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SENATOR CURRY:
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Mr. President, ['ve already answered the question, I t
SENATOR CLOUD:

Mr. President, polnt of order., Polnt of order, Mr. President.

THE CHAIR:

Polnt of order has been suggested hy Senator Cloud. Will
you state your polnt of order.
SENATOR CLOUD:

Yes. Mr. Presldent, T do not see the germaneness of the
gquestions proposed %o Senator Curry with respect to his personal
experience on a matter dealing with hls own private practice.

The hill that is before us deals with the percéntage limitation

on attorney's fees, It has rothing to do, in my oplnlion, whether
senator Curry has bhad any personal experlence or not 1n thls per-
tlcular issue, Therefore, I ralse a polint of order on germane-
ness of the lsgue by way of quectlons proposed by Senator Cunning-
ham,

THE CHAIR:

Questlon is out of order, The point ralsed by Senator ¢loud
ls appropriate, I rule the questlon as bheing not germane and out
of order, senatof Cunnlngham, do you have another question?
SINATOR CUNNINGHAM:

No., I have no further questions, but I do want to remark on

the blll, Mr., Pregident.
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THE CHAIR:

You may proceed,
SENATOR CUNNINGHAMS

Mr., Preéident, I supported the blll with the amendment on
1t., As I indlcated before, T opposed recommlittal when the hill
was originally nefore this Chamher. I supported it wlth the
amendment on lt, It went on consent., It 1s ohvious on the
vote with regard to the amendment that wilithout the amendment
there is at least substantlal feellng againgt thls bill., I
belleve that our present system in the courts of handling it i
1s superior to a 15% automatic limitation. Usually, 1f there's
a substantial amount 1an controversy, 1t should be less than 15%.
The problem comes when you're dealing with a small businessman,
a small creditor with a relatively gmall smount to collect, or
you're dealing with a debtor who decldes that he doesn't want
to pay and he'll flght 1t whether he's got a legltlimate defense
or not. You go to court. You go to court again and sagain and
agaln, Mr, President, T would submit that 15% limltatlon and
what might be a %3%00.00 debt which would he 845,00 way be very
much vunfalr to the credltor and may very easlily lead to a sit-
uatlion where elther two thlngs occur. Either the creditor has
to write off a lot of these small amounts or else he Just won't
five credlt to these individuals. Mr. President, =~ 1t is not
to the benefit of the consumer nor to the people that Senator

Curry seeks to help by this leglglation hecause frankly, WHr,
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pPresident, 1t will lead to more denlal of credit. I do not
oppose the concept of a very small llmltatlon on a default
Judpement where the time consumed hy an attorney 1ls neglligible,
but to place guch a limlitation where legal action has heen

held and where under the present system the courts are be-
gluning more than in the past to welgh very carefully what ig

a reasonable fee, WNow ten or fifteen years ago, Senator Curry's
actlon mlght bave heen well taken, Ve aren't living ten or
fifteen years ago., We're living now. The problem of these
creditor relationships 1ls not what ls was ten or fifteen years
ago, The courts act reagonably., They only give reasonahle
fees today, and I do not helieve that this kind of artificlal
limit, which as Sewnator Post has indicated, will increase 1ligi-
gatlon, T do not belleve this bill should pass and I will vote
agalnst 1t. Thank you Mr. President,

THE CHAIR:

Will you remark further? Roll call has heen requested.
Clerk please make an announcement?

THE CLERK:

Immedliate roll call has been requested Ln the Senate, Wéuld
all senators pleage take thelr seats. Immedlate roll call has
peen ordered 1n the Senate. Would all Senators please return to
the Chamber,

THE CHAIR:

Machline 1s open. Please record your vote,
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THE CLERK:

Roll e¢all in procegs 1n the Senate.

Jould all Senators

pleagse take thelr seats,

THE CHATIR:

Machine is closed, Clerk please tally the vote. Result

of the vote 19 yea, 15 nay, the bill 1s adopted,
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Senate Bill 555 as amended by Senate Amendment "A" and
ouse Amendments "A" and "B".

Total number voting 134

Necessary for passage " 68

Those voting yea 134

Those voting nay ‘ 0

Those absent and not voting 17
SPEAKER ABATE:

Therbill as. amended passes.

Calendar No. 1216, File 595, substitute for Senate Bill

7 AN ACT LIMITING ATTORNEY'S FEE CLAUSES IN . CONSUMER
CONTRACTS. As amended by Senate Amendment Schedule "A". Favorable

Report of the Committee on General Law.

REP. GIONFRIDDO: (33rd)

Mr. Speaker.

SPEAKER ABATE:

Rep. Paul Gionfriddo of the 33rd.

REP. GIONFRIDDO: (33rd)

Mr. Speaker, I move acceptance of the Joint Committee's

Favorable Report, and passage of the bill in concurrence with

the Senate.
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SPEAKER ABATE:

The question is on acceptance of the Joint Committee's
Favcrable Report and passage of the bill in concurrence wifh the
enate. Will YOu remark, sir?

P. GIONFRIDDO: (33rd)

’ Yes, Mr; Speaker. Mr. Speaker, what this bill does is
define some of the conditions undér which attorney's fees could
be passed along from the creditors to the person owing the
reditor in various circumstances involving consumer con tracts.
It limits to 15% that percentage of which -- of the final award
which can be passed along. It:would limit that to 15%. Mr.
Speaker, the Clerk has an amendment, previously designated
Senate Amendment Schedule “A", LCO No. 8614. Would the Clerk
please call the amehdment.;Could I be allowed permission to
sﬁmmarize?

SPEAKER ABATE:

Would the Clerk please call the amendment.

LCC No. 8614 offered by Senator Casey of the 3lst district.
SPEAKER ABATE#

The gentleman is requesting leave of the Chamber to
SummariZe the amendment in lieu of Clerk's reading. 1Is there

Objection? Hearing none, you may proceed with summarization.
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p., GIONFRIDDO: (33rd)
Mr. Speaker, what this amendment does is two things.

1t limits those consumer contracts with which this legislation

EAKER:ABATE:

| The question is on adoption of Senate Amendment Schedule
. Will you remark further on its adoption?

P. JAEKLE: (122nd)

’ Mr. Speaker.

PEAKER ABATE:

Will you remark further on the adoption of Senate "A"?

ep. Jaekle.
. JAEKLE: (122nd)
Thank you, Mr. Speaker. A question through you tovthe
prbponent of the amendment, please.
SPEAKER ABATE:
State your questions, please, sir.
REP. JAEKLE: (122nd) o
- Thank you. As I understand the proposéd amendment, this
would limit attorney's fees, recoVerable attorney's fees, to not

More than $500. Is that correct, through you, Mr. Speaker?
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EAKER ABATE:

Rep. Gionfriddo.

P. GIONFRIDDO: (33rd)

Through you, Mr. Speaker. As stated by the questioner,

S.

p. JAEKLE: - (122nd)

‘ Thank you. One more question I'd like to pose a hypo-
etical. Would this mean, if a bank has a $100,000 mortgage

nd a creditor has defaulted and a foreclosure action is brought,
hat the bank would only be entitled to $500 maximum in attorney's

2es for the processing of a $100,000 foreclosure action, through

ou; Mr. Speaker.

PEAKER ABATE:

Rep. Gionfriddo, will you respond, sir?

P. GIONFRIDDO: (33rd)

Yes, Mr. Speaker. Through you, as would be reasonable
nder this bill, vyes.

P, JAEKLE:  (122nd)

Mr. Speaker, commenting briefly on the amendment, and I
Uess I should preface my remarks by saying I have supported

his legislation in the file last session, and was one of the
ifteen unanimous votes in the General Law Committee in favor of

his bill. This Senate Amendment, I think, has gone much too far
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y putting a maximum cap on allowable attorney's fees in consumer
ontracts-at- $500. This will, in effect, result not in a loss

f what the attorney is going to get, but it's going to shift

o pays the cost of collection from the debtor that borrowed

he money, to the creditor who lent the money to the debtor, with
contract provision that if the debtor is to default, he will
pay not only cost of collection, but the reasonable attorney's
fees in effecting collection of that amount of money due.  When
posed my question, this act would apply to very complicated
reclosure actions of hundreds of thousands of dollars, and
limit recovery to the creditor of only $500. Frankly, I think

his has gone overboard, and I will urge rejection of the Senate

amendment.

SPEAKER ABATE:

Will you remark further on the adoption of Senate Amendment

chedule "A"? Will you remark further on its adoption?

REP. HANLON: (70th)

Mr.. Speaker:.

SPEAKER ABATE:

Rep. Neal Hanlon.

REP., HANLON: (70th)

Mr. Speaker, following up on some of the questions that
Mr. Jaekle posed to the proponent of the bill, I'd like to ask,

through you, a couple of questions of the gentleman reporting off

|
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amendment. o

FAKER ‘ABATE :

State your first questions, please sir.

P. HANLON: (70th)

Through you, Mr. Speaker, I'd like the gentleman, if he
uld, to share with us his opinion as to whether, in the hypo-~
etical situation Mr. Jaekle set forth, that is the $100,000
reclosure action, my question is, in your opinion, do you think

$500 attorney's fee would be fair?

EAKER ABATE:

Rep. Gionfriddo, will you respond, sir?.
P. GIONFRIDDO: (33rd)

Through you, Mr. Speaker, yes.

EAKER ABATE:

Rep. Hanlon .

EP, HANLON: (70th)

Through you, Mr. Speaker. Do you think it is fair that

ther depositors of a lending institution should have to - bear
he additional legal expenses that an attorney may charge the
nk or the lending institution for processing that foreclosure
tion?

PEAKER ABATE:

Rep. Gionfriddo, will you respond?
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P . -GIONFRIDDO: - (33zxd)

Yes, Mr. Speaker, through you, no.

EAKER . ABATE :

Rep. Hanlon.

EP . HANLON: (70th)

‘Through you, Mr. Speaker. How then can you support this
mendment?

EP. GIONFRIDDO: (33rd)

Through. you, Mr. Speaker.

PEAKER ABATE :

Rep. Gionfriddo.

EP . GiONFRIDDO: (33rd)

Through you, Mr. Speaker, what the Reps. Jaekie and
anlon are referring to is as they said, a hypothetical situation.
What I think those of us who have studied this bill, studied
he legislation, studied the effect of the amendment might have
n the legislation, have learned that for the most part, when
you're dealing with mortgage foreclosures, you're not dealing
with complicated areas which are going to involve the necessity
| f passing along attorney's fees in amounts greater than $500.
In fact, in researching this some last night, I was made aware
that typically, in mortgage foreclosures, attorney's fees range

in the $500 to $600 area. And I could ask the question of some
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of the questioners as to what they believe the number of
nstances are that we might be dealing with their complicated,
ypothetical situation. But I think two things are imporﬁant to
te here. One of them is, Mr. Speaker, in terms of the necessity
or in terms of what we're passing along to other consumers that
-he creditor can only pass along $500, is first of all, the
event that property of such value is returned to the creditor,
-hen the creditor is actually not'left holding- the bag. The
creditor is actually out there with additionalrproperty that the
reditor didn't previously have. Further, that the attorney's
fees that we're dealing with in these complicated instances are
still not regarded as substantially over the $500 level in most
hearly all, and perhaps all instances. We're doing $800, $900,
perhaps $1,500, and in those particular instances, Mr. Speaker,

I find it hard to suggest that there is going to be an additional
burden placed on other consumers as a result of not being able

to pass along these kinds of costs. And further, when you look
at what's happened to the consumer who's already lost the case,

already lost a $100,000 home, he's already lost the $500, there

him, it's kind of hard to justify piling on an additional couple

of hundred dollars on top of that, Mr. Speaker.
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So I don't think, bascially, because of the hypothetical

situation, we really have much to worry about in terms of these

questions.

PEAKER ABATE:

Rep. Hanlon, you still have the floor, sir.

EP. HANLON: (70th)

Through you, Mr. Speaker, is there any restriction in
_either the file copy of this bill or the amendment, on an ability
. of an attorney to charge the lending institution more than $500

for representing them in an either foreclosure or collection

SPEAKER ABATE:

Rep. Gionfriddo.

REP. GIONFRIDDO: (33rd)

Through you, Mr. Speaker, no.

REP. HANLON: (70th)

Mr. Speaker, just following up on what Rep. Jaekle said
earlier, I think this is a blatant defect in this bill and in
his amendment. There is absolutely no restriction on the ability
of an attorney to charge a lending institution or any other
person who holds a consumer contract more than $500. So who's
going to end up paying the tab? Not the person that defaulted

on the loan or the consumer transaction. It's going to be the




8645

ﬁse of Representatives Friday, May 18, 1979 87
' ‘ kpr

r depositors at the lending institqtions and other consumers
hroughout the state. There's absolutely no restriction on an
‘orney,—— on any attorney, from charging more than $500, and
ho's going to bear the burden? Not the person that defaulted,
he other consumers and the other depositors of the lending
nstitution. T think this is an anti-consumer amendment. I would
rge its rejection.

P, GLICKSON: (137th)

Mr. Speaker.

AKER ABATE:

Will you remark further? Rep. Glickson.

P. GLICKSON: (137th)

Mr. Speaker, may I direct a question, through you, to

he proponent of the bill?

SPEAKER ABATE: )

State your question, please sir.

P. GLICKSON: (137th) |

Rep. Gionfriddo, in regard to lines 8 through 11 of the
file copy, the prohibition on receiving, claiming or collecting
payment for attorney's fees prior to the commencement of a lawsuit,
does this mean that there's a prohibition on collecting anything

or services rendered prior to the lawsuit, or that there's a

rohibition on collecting anything until a lawsuit has been

instituted.
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PEAKER ABATE:

Rep. Gionfriddo, will you respond?

REP. GIONFRIDDO: (33rd)

Through you, Mr. Speaker, if I understand the question
properly, prior to when the lawsuit had been instituted.

REP. GLICKSON: (137th)

Are you saying that you can't ...

SPEAKER ABATE:

Through the Chair, Rep. Glickson.

REP, GLICKSON: (137th) |
Are you saying that if a lawsuit ... |
SPEAKER ABATE:

Through the Chair, is that correct, Rep. Glickson?

P. GLICKSON: (137th)

Through you, Mr. Speaker, if there is ultimately a

awsuit instituted, would the attorney be allowed to collect

anything for services rendered prior to the actual institution

f the lawsuit?

REP. GIONFRIDDO: . (33rd)

.Through you, Mr. Speaker. First of all, I want to be
Clear. We're dealing with only judgment by default. Secondly,
0.K., so long as we're clear there. Then, Mr. Speaker, as I

Understand the question.~-- could I have the question once more?
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did get off on that one point.

PEAKER ABATE: |

Rep. Glickson, would you be kind enough to restate your
Qestion, sir.

. GLICKSON: (137th)

Through you, Mr. Speaker. I realize, as Rep. Gionfriddo
bints out that if we're talking about judgments by default,
here will necessarily have been a lawsuit instituted. So my
estion is does the file copy prevent the recovery of attorney's
ces for services rendered prior to the institution of that

P. GIONFRIDDO: (33rd)

Through you, Mr. Speakér, no it does not.

1P GLICKSON: (137th)

Thank you, Mr. Speaker.

EP. FRANKEL: (121st)

Mr., Speaker.

PEAKER ABATE:

Will you remark further? Rep. Robert Frankel.

EP. FRANKEL: (121st)

Thank you, Mr. Speaker. May I be excused from the

hamber for possible conflict?
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EAKER ABATE:
’ The Journal will so note.
‘MATTIES: (20th)

Mr. Speaker.
?EAKER ABATE:
"Rep. Matties.
REP. MATTIES:  (20th)
Thank you, Mr. Speaker. I'd like to think that I'm not
verly friendly with the lawyers, but I think this bill -- the
st reason for rejecting Senate "A" was given by Rep. Gionfriddo.
f there are very few cases that exceed $500, then we don't
eed the amendment.  If he is incorrect, -and there are an awful
ot of cases that exceed $500, then this bill is in support of
people that don't pay their bills. ‘And I don't think that's
hat we're here for. So that there just doesn't seem to be any
merit whatsoever to this. The bill actually, the amendment even
ore so, and I would hope that we will reject the amendment.
SPEAKER  ABATE:
Will you remark further?
REP. BERMAN:  (19th)
Mr. Speaker.
SPEAKER ABATE:

Rep. John Berman.
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. BERMAN: (19th)

May I exempt myself because of a possible conflict?
PEAKER ABATE: |

The Journal will so note, sir.

Will you remark further? Will you remark further?
GRANDE: ~ (79th)

Mr. Speaker.

EAKER ABATE:

Rep. Andrew Grande.

REP. GRANDE:  (79th)

Mr. Speaker, Irise in support of the amendment. I think
that the amendment makes the bill more palatable, as it was
gotiated by many parties, and I think that all parties concerned
that were dealing with this matter seemed to feel as though this
s ‘a fair amendment to be added to this bill. So therefore, I
move for its acceptance.

SPEAKER ABATE:

Will you remark further?

REP. WILLARD: (11th)

Mr. Speaker.

SPEAKER ABATE:

Rep. Richard Willard. -
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WILLARD: (llth)

May I please be excused for avpossible conflict, please.
AKER ABATE:

The Journal will so note, sir. Will you remark further?
11 you remark further?

EP. VAN NORSTRAND: (1l4lst)

Mr. Speaker.

EAKER ABATE:

Rep. Van Norstrand.

EP . VAN NORSTRAND: (l41st)

I don't intend to add to the parade, Mr. Speaker. A
estion through you to the proponent of the bill.

OFAKER ABATE :

State your question, please sir.

REP. VAN NORSTRAND: (l4lst)

‘ Rep. Gionfriddo, does this‘bill, as I read it, does this
iill apply to foreclosure actions?

SPEAKER ABATE:

Rep. Gionfriddo, will you respond?

REP. GIONFRIDDO: (33rd)

Through you, Mr. Speaker, only foreclosure actions which
ssentially, which are in default, first of all. It only refers
gain to default judgments. And only those, essentially there,

think you're dealing with only the category of foreclosure
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ctions on home mortgages, essentially what you're dealing

PEAKER ABATE:

Rep. Van Norstrand.

EP. "VAN NORSTRAND: (141st)

Through yéu, Mr; Speaker, as i understand the language

bout default, though, it would only be if you adopted Senate

REP. GIONFRIDDO: (33rd)

Through you, Mr. Speaker, we're discussing Senate "A" ‘
d that's why I responded to it in terms of Senate "A". 1If
justrrefér specifically to the bill, the bill refers only to
onsumer contracts.

REP. VAN NORSTRAND: (141st)

Through you, Mr. Speaker.

PEAKER ABATE:

Rep. Van Norstrand.

REP. VAN NORSTRAND: (l4lst)

It appears té refer to any contract or lease, and we're
dealing with contracts, the subject of which is money, and which
for personal, family or household purposes. It would appear
family purposes and money would suggest foreclosures should be

included. Are we in agreement on that?
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EAKER ABATE:

Rep. Gionfriddo.

P. GIONFRIDDO: (33rd)

Through you, Mr. Speaker, mortgage foreclosures, yes,

are in 'agreement on that.

REP. VAN NORSTRAND: (l41st)

dhank you. Mr. Speaker, speaking briefly to the amendment,
[ have a feeling one of two things is going to happen if you were
;o pass the amendment, which sounds good on its face in the sense
£ 15%. I think people like the idea there should be limits and
ps and attorneys shouldn't get rich or ' something, but the fact
emains the cost in many, even though default, in many complex
sreclosures, if you get a home mortgage where there are a number
mechanics liens and the like, the drafting and the terms of
1Ie-hours and the work that will be devoted, even after default
ith the defendents and aimed at them, it frequently‘has no
efense, is going to lead to cost that is going to well exceed
what Senate "A" would do. The problem with that, if you say,
;Well, fine, that's too bad, tough on the attorneys. The problem
s the banks are going to have to address the problem because
10-one is going to be able to afford to bring a foreclosure action,
and they're going to have to get more money up front to cover this

risk. I think in the long run your consumers are going to suffer.
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WRIGHT: (77th)

Mr. Speaker.

KER ABATE:

Rep. Gardner Wright.

p. WRIGHT:  (77th)

Mr. Speaker, I rise in opposition to the amendment, I
ink for many reasons similar to those stated by Rep. Van Norstrand.
think we can't repeal the laws of economics and the laws of
nflation, and the amount that it costs per hour for attorney
es and court appearances and all the different charges that
-associated with foreclosure and all the various legal
services that are required. The problem is, and I think we're
l-aware of it, there afe many instances that, especially in

e foreclosure area, where many consumers have been gouged by
angements between the banks and the attorneys and other

ople who are involved in it, and the property has been resold,
nd this is what we're trying -- this is what people are trying
 protect againsti. But you can't do that with this kind of
bill. It doesn't work. It's another attempt for a simple
nswer to a very hard problem. And I'd like to remind people

ho were in the House in 1973 - 1974 that we had a very similar
‘bill dealing with requiring banks to pay interest on escrow funds.

And we all felt it was a good consumer bill and I voted for it.
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it said that any bank who holds an escrow fund for payment
insurance or taxes would have to credit - 4% interest on
ése,funds. And we were going to Save the consumer maYbe‘$2
year or $3 dollars a year. And the banks said that it will
come too expensive for: them to administer this fund and still
>dit interest. It's only the fact that they don't have to pay
terest on the fund which allows them to administer the program.
what has happened now, is many banks, including the bank

ere I have my mortgage, refuse to take those deposits. They
refuse to hold escrow funds for payment of taxes, and so every
X months I have to come up with $1,000 or something to pay
the taxes. When I used to pay it every month in my mortgage
ayment. I was a lot easier for me. The little bit that I'm
éaving in interest, that I could have earned in interest, and
'hat you céuld%have earned on your mortgage, has been locked
because now I have to worry about having the money to pay the
axes on my house every six months when they come due. I 1like
the concept of the amendment. I think the history of what's
:happened with the payment of interest on escrow funds indicates
_that it is not that simple an economic issue to deal with, and
one that I think will be just as big a failure here as was a
disservice to consumers when we required interest. This will

do the same thing. I think Rep. VanNorstrand is correct.



¥ ses55

se of Representatives Friday, May 18, 1979 97

ere will be an additional charge placed on the consumer when
yu buy a house or when you do -- in some way so that the bank
1 have the ‘money to foreclose if it should ever be neéesssary.
u may find yourself having to put up an escrow in the beginning
0o that there will be money to pay for it. And in 30 years

fom now, if you finish paying off your mortgage, you might

the money back. I think it's an amendment that has a well
ntended purpose, but one which is not workable.

 PEAKER 'ABATE :

Will you remark further on the adoption of Senate "A".
EP. MIGLIARO: (80th)

Mr. Speaker.

PEAKER ABATE:

Rep. Eugene Migliaro of the 80th.

kR‘EP. MIGLIARO: ' (80th)

Thank you, Mr. Speaker. I rise in opposifion to fhe
amendment also. And just to echo the words of the minority
eader, Rep. VanNorstrand, just recently we had a closing in my
business and believe me, I believe in the amount of liens, the
mechanics liens that were involved, I think it took almost 3%
months to bring everybody into line, and the hours and time that
_Wwas put in, it just doesn't seem feasible to me that you should
put a cap on a situation such as that. I think the bill goes

a little bit too far, the amendment does, and I would urge its

rejection.
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KER ABATE:
Will you remark further?

PIER: (°57)

Mr. Speaker.

EAKER ABATE:

Rep. John Pier.

p. PIER: (15th)

Mr. Speaker, as a salaried member of the bar, and I'll

ay first of all I have a conflict of interest. Probably for

hat I'm going to say I wouldn't Have one anyhow. I speak in
avor of the amendment. I'm not quite sure where all these
O0,000,'non—contested -- that's what we're talking about --
n-contested default judgments are really going to come from.
hey are not going to be so simple and so clean. What we're
lking about, number one, is not what the attorney can charge.
hat we're talking about is what can be collected from the
unfortunate person who ends up defaulting. Most of the kinds

of situations which you're dealing with the kind of dollars that
have been evidenced here of $100,000, there is no way that that's
going to be an uncontested kind of case. With that much money
at stake, it isn't going to be a freebie, and we're not talking
about that kind of case. What we're talking about essentially,
are consumer contracts to which, in some cases, an unconscienable

amount of money is added on by contract or otherwise, to the
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sential debt of someone who realistically can't afford to pay
it. This is not a substantial limitation on the ability of the
attorney to collect in those véry complicated ones. They're
going to be able to charge it. There aren't going to be very
mény of the big ones that are going to have to be spread among
the rest of the mortgage holders in a bank or depositors in a
bank or insurance contract holders in insurance companies or
?herever élse you're going to have these kinds of things. I
éannot see the reaction and the objection of‘the practicing bar
£ovwhat is’a relatively reasonable, relatively limited ability
‘;o collect attorney's fees in the simple situation of default
judgments which is all we're talking about in a particular
situation with this amendment. I urge YOur support of the
amendment and passage of the bill as amended.
 SPEAKER ABATE:
Will you remark further on the adoptioh of Senate "A".
REP. SPONHEIMER: (103rd)
Mr. Speaker.
SPEAKER ABATE:
Rep. Sponheimer.
REP. SPONHEIMER: (103rd)

Through you a quesfion to Rep. Gionfriddo.
SPEAKER ABATE:

State your question please, sir.



ouse of Representatives Lo Ftiday, May 18, 1979 100

P. SPONHEIMER: . (103rd)

Yes, Rep. Gionfriddo, ih the event that a suit, a fore-
sure action; is brought against a number of defendenté,
ncluding the mortgagee, and the mortgage is defaulted, but the
-herdefendents contest the foreclosure, and results in the
issue being tried to the court. Are the attorney's fees still
mited to $500 vs. the mortgagee as the only person to whom
you would have cause and effect situation.

EAKER  ABATE :

Rep. Gionfriddo.

EP. GIONFRIDDO:  (33rd)

Through you, Mr. Speaker. The simple answer to that is
O.

PEAKER ABATE:

Rep. Sponheimer, you still have the floor, sir.

’REP. SPONHEIMER: . (103rd)

Through you, :Mr. Speaker, you say that the answer is no.
To whom can you charge the other part of the fee?

REP., GIONFRIDDO: (33rd)

Through you, Mr. Speaker. Essentially, if you have in
effect, with regards to the mortgagee, if he defaults, you can
harge $500 vs. the mortgagee.: If there are other provisions

by which attorney's fees can be assessed against those other
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aefendents,'thén,ydu would be allowed to assess those‘attorney's
fees. If they are sepa:ated 6ff, and that's how that would work.
REP. SPONHEIMER: (103rd) | |

Thank you, Mr. Speaker. I think that the proponent of

_the amendment is somewhat unfamiliar with a foreclosure situation.
1if you bring an action against a mortgagee, you must name the
subsequent lien holders in the action. They have a right to
contest the mortgage -~ excuse me, they have -a right to contest
the claim in the foreclosure action. Even if the mortgagee
defaults a éubsequent lienors can contest the action. In the
event they contest the action and lose, you cannot charge them
any attorney's fees, No attorney's fees can be charged against
any subsequent lienor, due to the fact they are only contesting
your claim. 'So I think this is a very complicated area with
which we're dealing, with which many people are totally unfamiliar,
and I think again, we're trying to take a great, big giant step
to cover all situations, and we just can't do it. I think the
amendment has a laudible concept, and I can see that the idea of
holding and limiting the consumer contract fees to 15% over
attempting to limit it to $500, I think we're transgressing into
areas where people do not understand the legal complexities
involved, and I think that some of the people who very often are

not in line with the lawyers in the legislature were correct.
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This is just another cost that's goihg_to be passed on to the

‘ nsumer. Aé Gardner Wright said, the bank will get the money
p front if they have to in order to cover their extra, édditional
osts. So I think that we are attempting to do an awful lot
athrouéh a supposedly simple amendment. But we are not covering
what is the intention of the amendment.

_SPEAKER ABATE:

Will you remark further on the adoption of Senate "A"?
REP. LAWLOR: (2nd)

Mr. Speaker.

SPEAKER  ABATE:

‘ Rep. Richard Lawlor.

REP. LAWLOR: (2nd)

Through you, Mr. Speaker, a question to the proponent
of the amendment.

SPEKAER ABATE:

State your question, sir.

REP. LAWLOR: (2nd)

Through you, Mr. Speaker, should a default judgment be
renderéd against a mortgagee, and a subsequent lienor not contest
the claim but rather move for foreclosure by sale, necessitating
the legal work which such an undertaking would demand, such as
advertising, holding the sale, conversations with potential

bidders, and so on and so forth, would that attorney's fees still
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e limited to the amount of $500?

PEAKER ABATE:

Rep. Gionfriddo.

p. GIONFRIDDO: (33rd)

Through you, Mr. Speaker, I'll yield to Rep. Glickson for
at answer,

PEAKER ABATE:

Rep. Glickson, will you accept the yield?

EP. GLICKSON: (137th)

Yes. Through you, Mr. Speaker, I could make two éoints

n response_to the question, if the proponent of the bill doesn't
think I'm stretching his intent too far. One would be to suggest
hat the only reasonable interpretation in the mortgage contracts
of a lawsuit resulting in a judgment by default would be a
ortgage foreclosure in which none of the parties contests the
oreclosure. So that even if the mortgagor himself defaults or
fails to appear, if one of the other -- if one of the subsequent
lienors or anybody else who's a necessary party contests, it

ould seem to me that that would take the case out of the judgment
entered by default langugage of the bill. And secondly, in
'esponse to your question, I would also observe that the bill
Covers attorney's fees, and a number of the expenses involved in
a mortgage foreclosure, which might reasonably be assessed

against the defendent, are really not attorney's fees, such as
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‘Sherriff's fees, the cost of execution, perhaps costs. of title
kearching, etc. I only suggest this to suggest that the -~
ithin- the context of the bill as it's proposed to be aménded,
he limitation of $500 is probably not all that severe. It

ould probably not really pinch anybody in too many cases.

REP: LAWLOR: (2nd)

Mr .. Speaker.

 PEAKER ABATE:

Rep. Lawlor.

REP., LAWLOR: (2nd)

Yes, Mr. Speaker, I would remark on the amendment,: and
seriously urge rejection of this amendment, and that pursuant
question it's not at all clear whether an attorney acting as
court appointed committee under conditions which I have just
tated, acting as an attorney, as a committee, pursuant to court
rder, selling a piece of property and actually doing substantial
~émounts of-work, and :work which results in the sale of:the
Property and a significant possible savings to the defaulting
mortgagee, be limited to $500. I would point out that an attorney
80 acting as a committee must file a report with the Superior
ourt before thé judge of his doings, stating everything that

he did perform in the nature of his services and requesting a
fee for so doing, and that fee is subject to judicial review, is

eviewed by the courts. The courts do take into account the
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nt of time, and the results obtained by the attorney acting
éhét;manner, and again I would think because of all that that
s\amendmentuis very poorly conceived and that in fact} again,

does go much farther than I think the proponent intended, and

fact, will, T believe, as others have stated, in the end

t oonsumers.

I\would’also note that it's been:atated here that in the --

ery time we talk about the defaulting mortgagee, 1t S the

or‘defaulting mortgagee. Well, any of us who come from urban

eas can tell you that in many cases, it is the poor defaulting f
rtgagee with someone who bought a piece of property with

ally no intentions of making repairs or paying taxes or keeping
the property, but w1th 1ntention of buying a piece of property
d’renting it, and letting it run for as long as he could, and
en defaulting on the property and then abandoning the property.
_we do not always ‘have a poor defaulting mortgagee in many
etance, we have someone who, in effect, is just out to milk

he property and nothing else. And again, there may be subsequent
ienors who’may be saved significant amount of money through
foreclosure by sale, and through the efforts of that attorney

0 acting, and I think this bill would hamper those -- would hinder
hose situations, and would not be a good amendment. I would

erefore urge its rejection.
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GRANDE: (79th)
‘ Mr.kSpeaker.
PEAKER ABATE :
~ Will you remark futher? Rep. Andrew Grande.
EP.‘GRANDE: (79th)
| Mr. Speaker, I must apologize to Attorney Lanor
pbecause I didn't understand anything he said for the last
five minutes he spoke, and I think if many of the attorneys
n,éhis Chémber would get up and continue to‘speak on this
it could go on and one.
And I think in any case, on any Bill that comes before
us, they could end up‘making us not understand half of the
What this Bill does is a simple compromise -- the amend-

ehﬁ, that is, to the Bill. Simply, attorney's fees are limited
o $500 in default cases, but in cases where the defendant
ppears, the attornefs will not be limited to 15%.

VI think that's as simple a language as we can get,

and it just tells us that if they appear, they don't have

to be limited.

If they do not appear, they would be limited to

$500.




PEAKER ABATE:
Will you remark further?
EP. SPONHEIMER: (103rd)

Mr. Speaker.

PEAKER ABATE:

Rep. Sponheimer.

REP. SPONHEIMER: (103rd)

o Rep. Grande.
PEAKER ABATE:
State your question, please.

EP. SPONHEIMER: (103rd)

is not applicable?
REP. GRANDE: (79th)
Yes.

SPEAKER ABATE:

REP. SPONHEIMER: (103rd)

hat if an attorney appears in the case, or if the

appears in the case, then this provision regarding

Rep. Sponheimer, you still have the floor.

Through you, Mr. Speaker, if a judgment of default for

by the defendant or by ‘an- attorney, either the defendant per se
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Yes, Mr. Speaker. Mr. Speaker, through you, a question

Rep. Grande, did you just state for legislative intent

defendant

the default

ailure to plead is entered, although an appearance is entered
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by the attorney for the defendant, is it your understanding
t a default fbr, excuse me, a judgment for default for failure
plead will render this section inapplicable?

EAKER ABATE:

Rep. Grande.

P.. GRANDE; (79th)

Mr. Speaker, although I'm not an attorney, and one of my
leagues used to say that all the time and I used to tell him
ot to apologize for that, but, in my opinion, if you appear,

f you appear, if either the defendant appears; he is eligible,
attorney is eligible, is allowed to charge in excess of 15%,
EP. SPONHEIMER: (103rd)

Thank you, Mr, Speaker.

EAKER ABATE:

Will you remark further on the adoption of Senate Amendment
chedule "A"?

REP. JAEKLE: (122nd)

Mr, Speaker.

PEAKER ABATE:

Rep. Jaekle, .

P. JAEKLE: (122nd)

Boy, I sure wish legislative intent could indeed change
the plain wording of this Bill, but it doesn't, I'm also very

isturbed that the Chairman of the General Law Committee does
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f7understand the Bill and the consequences of the Bill, and
unable. to understand the cdmplexity of a foreclosure action
of the fee arrangements and the review of lawyer's feés
"Rep. Lawlor indicated.

This Bill, with the Amendment, would limit attorneys fees
, of the judgment, with the Amendment that limit would only
pply to default judgments. Default judgments are not only
tered for failure to appear, they're not only entered for
ailure to answer. You can go quite a long time in a case

fore you file something a defendant doesn't respond and you
et a default judgment,

A lot of hours can be expended before a default judgment
n be entered. There's beenva lot of misinformation, I guess
 ~s a little unfortunate, but it seems like all the attorneys
in the Chamber are opposed to the Bill, making it sound like this is
anti-lawyer bill and therefore desirable fo this House.

Attorney Pier indicated that he was a salaried attorney.
ell, I'm a salaried attorney too, I don't get in any more money
I bring in a thousand or twenty thousand dollars in fees.

This is an anti-creditor bill, yes. It is a pro deadbeat bill,
yes. The limit of $500 is unreasonably low in certain complex
legal matters. The 15% limit I supported because it would apply
ross the board. It would apply to a hundred thousand dollar M

action, or a million dollar action,
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‘Five hundred dollars will have the same affect, the same
jversal application to all legal matters where a consumer is
volved and there was money lent, or property or services in-
ved. The five hundred dollars is unreasonably low in complex
reclosure matters, even when a default judgment is ultimately
bﬁained. The five hundred dollars is not the limit on the
:tdrney's fees., I guess I'll have to repeat that.

It doesn't limit what attorneys charge. It limits whose
oing to pay that cost of collecting the money, the individual
at lent the money with an understanding at the time that he'd
e repaid is provided in his contract, that if there's a default
nd he had to go to court and hire an attorney, the debtor, the
rrower would be responsible for those reasonable attorneys'

s, under the supervision of a court.

This Bill will say to the creditor, I'm sorry, this might
ave cost two or three thousand dollars to process your claim.
The attorney's going to charge the creditor that much money, but
the court can only award $500. . You pay the attorney out of your
poCket; out of any recovery you might be lucky enough to get,
The debtor, he's home free, all he does is return the
mdhey that he had, that was not his initially, but was lent to
him with only a $500. attorney fee. 1I think it's unreasonable.
will tell you that some of the proponents of this Bill were

Unaware that this would even apply to foreclosure actions until
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jscussed it with some of them out in the hall, who have de-
ed ' not to-lapse, but hold steadfast to the Senate Amendment.
re could have been a compromise. This could have just been
 mited to default matters without a $500 cap. It could, this
11 could have been amended so that it would not apply to
oreclosures, or it could have been amended to actions less )
han $10,000, where a $500 cap might not be reasonable -- might *
pbe reasonable.

The proponents decided not to go that route, They decided
 stick, or hopefully, hand with this Amendment, it's a bad
Amendment, it is going to prove anti-consumer. It may well lead

to higher interest rates, higher mortgage interest rates at a

ime when the state is suffering already overly high mortgage
interest rates.

I can only strongly urge defeat of this Amendment.

SPEAKER ABATE:

Will you remark further on the adoption of Senate

Amendment Schedule "A"?

REP. SMITH: (107th)

Mr, Speaker.

SPEAKER ABATE:

Rep. David Smith of the 107th.

REP., SMITH: (107th)

Thank you, Mr. Speaker, Like Rep. Grande, I'm not an
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’@ttorney. However, unlike Rep. Grande, I don't think I'l1l be

é bjecting myself fo cross—examination from the Bar because I'm
?Qpposed to the Senate Amendment for all of the reasons that have
:éq‘elbquently been given to us by the lawyers. And I do think
;iﬁfs going to cost the consumer money if we pass this.

‘ The only other thing I'd like to ask, Mr. Speaker, is

when the vote is taken, it be taken by roll.

SPEAKER ABATE:

The question is on a roll call vote. All those in favor,
:ﬁlease indicate by saying aye.

’REPRESENTATIVES:

Aye.

SPEAKER ABATE:

In the opinion of the Chair, the requisite 20% having

been satisfied, when the vote is taken, it will bewtakgpwgg

rol},

i

Will you remark further? Will you remark further on
the adoption of Senate Amendment Schedule "A"?

REP, GLICKSON: (137th)

Mr. Speaker,

SPEAKER ABATE:

Reé. Glickson.

REP. GLICKSON: (137th)

Thank you, Mr. Speaker. I certainly have great respect
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or Rep. Jaekle's understanding of this matter. I would just
Point out that the number of mortgage foreclosure cases inwhich an
ttorneys fee, uncontested mortgage foreclosure cases in which

an attorneys fee of $500 would be unreasonably low, would be so
émall that spreading the extra costs among all the mortgagee
tomers, would, I think, not be unreasonable in any way.

And just elaborating further on one point, Rep, Lawlor's
oint about committees and so forth, I do not think that money
1id to the committee would be limited by this Bill because a
 court appointed committee would not be the holder of the contract
n which the action was brought, And, I urge adoption of the
enate Amendment because I think other difficulties with this
1Bill will appear if the Senate Amendment is not adopted and I

reserve my comments in the hopes that the Amendment would be

SPEAKER ABATE:

Will you remark further?

REP, VAN NORSTRAND: (141st)

Mr, Speaker.

SPEAKER ABATE:

Rep. Van Norstrand;

REP, VAN NORSTRAND;: (141st)

There's been a of discussion about what foreclosures mean

and what they do-and what they entail. I have the greatest
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or Rep. Grande and he needs no humility about not answering
stions about foreclosure law, Please understand what this

1 does as amended,

It speaks defaults, Rep, Glickson suggested very few

yf those. I suggest to you virtually every foreclosufe ends in
efault because they enter for failure to plead, failure to
ppear, or more often, failure to disclose a defense, Which the
simple answer is, there is no defense the way . the rules work
cause the person owes the money, they don't have a defense,
Sometimes, and I know we tend to say we want to be for
the consumer and all that, I frankly don't think this debate
ever even occurred in the Senate, I don't think, I know when

e were in Bill review, we looked at this and I said this is
foreclosure, too. It doesn't make any sense in a foreclosure,
zThe judgment will be by default but there may be a long time and
a lot of work because there may be attaching, liening mechanics-~
men or a variety -of other subsequent lien holders such as second
:and third mortgagees. You've got to establish pleadings for all
those priorities if therxe is, as Rep, Lawlor said, a sale,
You've got to go through all the pleadings to have that
sale confirmed, I don't accept the representation that's made
that a title search is not the attorney's fee if he performs that,
That's part of it. TIf you even assign a para-legal to try to

0ld the cost to a minimum in your office, and you've got ten



8673

gouse of Reptesentatives | Friday, May 18, 1979 115
. khm

echanics liens on there, or five mechanics liens and there are
oblems of priofities, even if you ha&e a para-legal, you could
dily do 20 hours, just trying to get the title straightened
utxso you can even bring the action.

You'll be at $500 before you even start the case. They're
1i/by default, Understand, too, there is nothing inihere about
Qtdinary course of business. This is any private mortgage, any
relative of yours or something like that, lends money to somebody
e mortgage. There's nothing in here it has to be a regular
course of business.

I don't think, ’ I think the reason it's not here is
7tthink the proponents really intended this to remain just for
consumer action, law claim actions, where as Rep. Grande said,
nobody showed up.

Thevproblem with default is, it's a long way from beginning
0 end, it's nothing to do witn whether anybody showed up or not.
I urge defeat‘of the Amendment, Mr. Speaker, and I would
remind people, as Rep. Jaekle alluded to, that whatever cost, in
ny foreclosure action/are ultimately approved pursuant to the

contractual rights of the holder, have to be approved by the

SPEAKER ABATE:
Will you remark further on the adoption of Senate Amendment

chedule "A"? Will you remark further on its adoption?
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"GIONFRIDDO: (33rd)

‘Mr. Speaker.

EAKER ABATE:

Rep. Gionfriddo.

GIONFRIDDO:  (33rd)

Very briefly, in summétion, Mr, Speaker, once more to

rn to the Amendment, what the Senate Amendment does, for the
fit of the people who weren't here for the entire debate is
o things.

One, it limits the Bill, which referred to consumer con-
acts, simply to judgments by default because its grossly limit-
g already and second, it places a $500 cap on those items,

Now the one area in which the debate is focused, in which
nts have been made, refer to that area of foreclosures on

me mortgages, Now, as I pointed out before Mr, Speaker, in
Seaiching this, it's hard to get some feel for what generally
he area of attorneys fees is involved in that and generally,

n this state, you're talking in the $500, $600 range. So by
miting the $500 to the vast majority of cases, you're not

ealing with a problem, and you don't come under any problem

Where you come under a problem, it's been suggested by
he debate, is where you're dealing with property of substantial

alue, say the hundred thousand dollar home, which is a very
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¢mplicated issue, property that somequy wants, In most of
h§se instances, Mr, Speaker, a judgement's not entered by
ault, it's contested and that seems to be the norm in this
éﬁe. Where judgements are entered by default and where there
are complications, we've not had anyone who has suggested that
“eil, hypothetically that's the problem, when, in fact, there

re any substantial number of cases in this state we're dealing

I suggest Mr, Speaker, and I suggest that most people

fguing this understand that we're not dealing with any signifi-
ant number of cases here. An important point to remember about
that is that oftentimes in these cases (A), as I've said before,
~héy are contested. And (B), where they're not contested, where
/ou're dealing with things like title searches, those kinds of
oroblems, that many times, attorneys break those out of the

lat attorney fee and that's a charge that's set differently.

And if that's the case hére, then again; its simply not
oing to refer, it's not going to be covered under the $500, The
attorneys will be able to add on those fees,

Now the other thing you have to keep in mind there is that
ven in these cases, you're talking about attorneys fees being
warded, which have in the past been awarded, which only a few
undred dollars over that $500 range, Now to suggest, as some

eople have, that this means we're going to be passing on a sub-
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antial cost to other consumers, I find hard to believe because
he creditor himself will have in his possession, substantial
roperty and, in fact, Mr. Speaker, has both that property later
_to discharge, to resell, and, in terms, in dealing with pro-
erty, prices which will be substantially inflated and further-
ore, Mr. Speaker, will have what will not, in fact, be -- I've
orgotten the second point, but it's not important.

Basically, Mr. Speaker, that's where the argument is

n this area. When you're arguing against this Bill, you're
rguing from hypothetical instances. When you're arguing in

of the Bill, you're arguing both on behalf of that consumer
already lost his hﬁndred thousand dollar home, who's al-
had $500 tacked on, who's already had a title search tacked
some cases, other court fees tacked on in some cases.
onsumers, who in many instances, have accounts which then be~
come uncollectable and you can't get the money anyway. And
ou're furthermore benefitting all consumers,

SPEAKER ABATE:

Excuse me, sir, would the House please come to order.
Would the members please be seated.

Would the House please come to order. Would all staff
and guests please come to the Well of the House.

Rep.: Gionfriddo.

\
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gp. GIONFRIDDO: (33rd)

* Thank you, Mr. Speaker.

Furthermore, Mr. Speaker, and I'll conclude on this next
iﬁt after this one. You are benefitting the class of consumers
s é whole by this legislation., If this legislation will in

act enable us to do éomething about the area of uncollectable
ccounts which is, in practiée and in fact, a significant problem
this area of this state.

And the final point, Mr. Speaker, is that while the debate
n this Senate Amendment has focused on mortgage disclosures,

ome mortgage disclosures, I just wish to remind the members of
the:Assembly, Mr, Speaker, that they represent a small part of

he consumer contract, motions entered by default that we're
iking about here, 2And a very small item has been singled out
for some very substantial debate and T think it helps to keep
some perspective on that, too,

SPEAKER ABATE;

Will you remark further?

REP. RAPOPORT: (73rd) '

Mr, Speaker.

PEAKER ABATE :

Rep. Natalie Rapoport.

REP, RAPOPORT: (73rd)

Thank you, Mr, Speaker, I, too, am not a lawyer and many
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awyers fees are determined. I have in front of me a clipping

nd then below that a different price, an add-on if you will,
itle search if necessary, and below that an add-on, ifkyou will,
reparation of bank documents, and below that,'nothing. That
tals, for real estate, for a sale of real estate, approximately
50 if all things are necessary.

My question, through you, Mr. Speaker is an attorney's

e, when billed to his client, a singular flat fee and add-ons
for separate entities separate dealings, such as Representative
ionfriddo suggests that one fee is billed and other fees are
added on, if more intense attorneys abilities are utilized to,

n fact, present a case? Through you, Mr, Speaker,

SPEAKER ABATE:

Rep. Jaekle.

REP, JAEKLE: (122nd)

Thank you, Mr, Speaker. I don't know that I'm really

ble to give you the practice of all the attorneys in the state.

I can speak from limited experience on fees that I have seen both
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afged by my office and other offices I have had dealings with.
, Will comment that the items YOu were referring to were not

curt matters, that was on a purchase of a home or purchése of
real estate, how different services perférmed by a attorney in
ionhection with the purchasé of real estate are charged, If I
ouia shift to the court aspect, if you had a general, well, then
Wiil say for a real estafe closing, I do not see having anything
d do with this Bill, But yes, I think many attorneys charge
komé sort of flat fee for basic package of services they would

e providing in a closing, and if there is additional work, such
s additional requirements from mortgage banks, complicated

5it1e searches or what have you for protracted negotiations, yes,
_would say they charge additionally for additioﬁal services
endered.,

Through you, Mr. Speaker,

SPEAKER ABATE “

Rep. Rapoport, you still have the floor, Madam.

REP. RAPOPORT: (73rd)

Thank you, Mr. Speaker. Rep. Jaekle, through you, Mr,
peaker, I did not refer to the fact that the real estate price
uoted for representation of an attorney was a sale, it merely
‘aYS real estate répresentation of a buyer or Seller, it doesn't
ay for a sale, Mr, Speaker; it just stipulates that it's there,

eal estate, and to be handled for a buyer or seller regardless

8879



use of Representatives | Friday, May 18, 1979 122

the reasoning and below that it says title search, if necessary,
., and bank documents preparation, $25. and then down below
1at, Mr. Speaker, through you, it says above fees do not include
5urt costs or sheriff's fees, so that I'm sure that there are
itional fees that are, in fact, presented by bills, to the

ent and in arguments pro and con, the Senate Amendment, we're
:t'really sure, as consumers, exactly what the attorney's fee
until it's all outlined and prepared and initiated exactly

the charges are for. |

And my question, through you, Mr. Speaker is, is this

one on every bill that is set forth by an attorney?

EAKER ABATE: |

Rep. Jaekle, do you care to respond to that question, sir?
REP. JAEKLE: (122nd)

Mr. Speaker, again I can't comment on the billing practices
every attorney in the state. Bills that I have had occasion
see in the context of court actions which is what this bill
leals with, judgements being brought for consumer contracts,
Pically charges exist on an hourly basis.

And, anticipating another question, hourly rates that I

Ve seen throughout the state vary by as much as, well the range
ould exist between say $50 to $100 an hour for the services of
attorney. And many bills itemize the number of hours an

ttorney spends on a legal matter and applies the applicable
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ourly rate to come up with a total bill.

p. RAPOPORT:  (73rd)

Thank you. Through you, Mr. Speaker, thank you.

One of the reasons I've asked the questions are that I've
en some attbrney's bills and I don't know how they all practice
throughout the state and how they all bill, but I've had occasion
meet with some constituents who have had in fact dealt with
torneys and when presented with bill were presented with most
ms, nhothing itemized. Included in the whole fee, but not
temized. So never really are we sure of what just what an
attorney is in fact charging because it is all lumped together

1ione category, and then a solid or singular dollar amount is

And I think perhaps if would include some of this in
lain language, we the consumer would know more about what's
going on.

P, SPONHEIMER: (103rd)

Mr. Speaker.

PEAKER ABATE:

“Will you remark further on the adoption of Senate "A"?
REP. SPONHEIMER: (103xd)

Mr. Speaker.

SPEAKER ABATE:

-Rep. John Sponheimer.
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rp. SPONHEIMER: (103rd)

Throuéh you, Mr. Speaker, a question to Rep. Gionfriddo.

AKER ABATE:

State your question please, sir.

2. SPONHEIMER:  (103rd)

Rep. Gionfriddo, you stated that in the course of your

esearch you found a certain range of attorneys' fees for a

‘ tain number of foreclosures. May I ask you in what court records

ou researched these, these please. In what éourt in the state.

PEAKER: ABATE:

Rep. Gionfriddo, will you respond, sir?

EP. GIONFRIDDO:  (33rd)

Through you, Mr. Speaker. The question as framed, doesn't

nable me to answer the question properly. I talked to attorneys.

Rep. Sponheimer, you still have the floor.

REP. SPONHEIMER: = (103rd)

Through you, Mr. Speaker. How many attorneys did you
speak to regarding this matter?

PEAKER ABATE:

Rep. Gionfriddo.

REP. GIONFRIDDO: (33rd)

I spoke to two attorneys who have also spoken to another

two attorneys.

Eu
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EAKER ABATE:
Rep. Sponheimer.

p. SPONHEIMER: (103xd)

Through you, Mr. Speaker: I assume then Rep. Gionfriddo
u did not check a single court record or document concerning

e particular fees with which you made reference to in your
esearch.

AKER ABATE:

Rep. Gionfriddo.

EP. GIONFRIDDO: (33rd)

Through you, Mr. Speaker. I think that is correct. That
made that point.

PEAKER ABATE:

Rep. Sponheimer.

P.. SPONHEIMER: (103rd)

Thank you, Mr. Speaker. I know the debate has been long,
and I'11l just be brief in stating again I think we are aﬁtempting
to put a great umbrella over an area and attempt to cover many
things that we've seen. We're dealing with a complicated legal
area. And the proponent says that he talked to a couple of
awyers who talked to a couple of other lawyers. We don't even
know what the lawyers do for a closure. We don't even know in
What area they are drawing upon their information.

So I think that many of these speakers, both lawyers and
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onlawyers have illustrated some of  these difficult points‘
nvolved in this area. 1It's too bad the proponent of the
’meﬁdment would not accept a further amendment to delineate

k eclosures, because I think that sometimes people get- stubborn
round this house and try to do too much with too little infor-
ation. I think again, we aren't working under the so called
uides of consumerism, doing something which many of us do not
nderstand. And it's too bad, because the ultimate loosers will
the people.

SPEAKER ABATE:

Will you remark further on the adoption of Senate
Amendmeﬁt'Schédule "A"?

REP. GRANDE: (79th)

Mr. Speaker.

SPEAKER ABATE:

Rep. Andrew Grande.

REP. GRANDE: (79th)

In as much as some individuals don't think fhat I
understood anything about this bill, I do. And I would recog-
nize that at this time it would probably be more appropriate,
more appropriate, rather than to lose the amendment, to defeat
the amendment, pass the bill, and put forth this amendment
with the corrections that are necessary when it reaches the

Senate floor.
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AKER ABATE:
Will you remark further on the adoption of Senate

sndment  Schedule "A"? If not, would all the members please be
sated. . Would all staff and guests please come to the well

V,the House. . The machine will be opened.

The House of Representatives is voting by roll at this

me. Would the members please return to the Chamber immediately.
_House of Representatives is voting by roll at this time.

uld all the members please return to. the Chamber immediately.
Have all the members voted? Would the members please

eck the roll call machine to determine if their vote is

operly recorded. The machine will be locked. The clerk will

e the tally. Will the clerk please announce the tally.

Senate "A" to Senate Bill 1107.

Total number voting 135
Necessary for passage 68
Those voting yea 35
Those voting nay ; 100
Those absent and not voting 16

PEAKER ABATE:

The amendment fails. Will you remark further on this
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;p. GIONFRIDDO: - (33rd)

Mr. Speaker;

AKER ABATE:

Rep. Gionfriddo.

- GIONFRIDDO: (33rd)

Mr. Speaker, we have before us a very excellent bill

ich passed the General Law Committee on a vote of 15 to
yothing. We've, I think, gone through the bill in the past,

:t!s fully explained, and I urge the members of the House to
dopt the bill.

PEAKER ABATE:

Will you remark further on this bill?

REP. GLICKSON: (137th)

Mr. Speaker.

PEAKER ABATE:

Rep. Andrew Glickson.

REP. GLICKSON: (137th)

Mr. Speaker, I have to beg the Chamber's pardon. But I
would like to point out now one of the reasons why this
amendment was important.

The file copy as I read it prohibits a creditor from
collecting any attorneys fees unless a law suit is instituted.
And I think this is a policy matter, it's not useful to encourage

the institution of law suits merely to enable the collection of
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orneys' fees. And I think this would not be a constructive
1 in its<unamehded form. I urge itsvrejection.
AKER ABATE:
Will you remark further? Will you remark further on the
1?2 If not, would all the members please be seated. Would
1 staff and guests please come to the well of the House.
e machine will be opened.
The House of Representatives is voting by roll.at this
me. Would the members please return to the.Chamber immediately.
'he House of Representatives is voting by roli at this time.
ould the members please return to the Chamber immediately.
Have all the members voted? Willlthe members please
heck the roll call machine to determine if their vote is
operly recorded. The machine will be locked. The Clerk will
ake the tally. Will the Clerk please announce the tally.
LERK:

Senate Bill 1107.

Total number voting 136
Necessary for passage 69
Those voting yea 96
Those voting nay : 40
Those absent and not voting 15

SPEAKER ABATE:

The bill passes.



