Congressman Bob Goodlatte’s Weekly Column: February 6, 2004

A Fair and Reasonable Overhaul of Our Bankruptcy System

Recently the House passed important legislation, which cracks down on those who abuse our bankruptcy laws.


With a record-high 1.7 million bankruptcy filings in fiscal year 2003, it is clearly time to reform our country’s bankruptcy laws.  Every American pays more for credit, goods, and services when others go bankrupt.  It is high time that we relieve consumers from the burden of paying for the debts of others.  The Bankruptcy Abuse Prevention and Consumer Protection Act restores personal responsibility, fairness, and accountability to our bankruptcy laws, and will be of great benefit to consumers.


For too long, our bankruptcy laws have allowed individuals to walk away from their debts, even though many are able to repay them.  That’s not fair to millions of hard-working families who pay their bills -- mortgages, car loans, student loans, and credit card bills -- every month.  The loopholes in our bankruptcy laws have led to a 400 percent increase in personal bankruptcy filings since 1980, at a cost of $40 billion per year.    


Under the current system, some irresponsible people filing for bankruptcy run up their credit card debt immediately prior to filing, knowing that their debts will soon be wiped away.  These debts, however, do not just disappear -- they are passed along to hard-working folks who play by the rules and pay their own bills on time.  This legislation will end this fraudulent practice by requiring bankruptcy filers to pay back nondischargeable debts made in the period immediately preceding their filing. 

The legislation also provides the Justice Department and the courts with the tools they need to deal with fraud and abuse in the current bankruptcy system, and it authorizes the appointment of additional bankruptcy judges.  It addresses the loop-hole by which corporate criminals and other wrongdoers can shield their assets from the just claims of creditors.

The bill helps children by strengthening protections in the law that prioritize child support and alimony payments.  Additionally, it protects consumers from “bankruptcy mills” that encourage folks to file for bankruptcy without fully informing them of their rights and the potential harms that bankruptcy can cause.


Enactment of this legislation will send a big signal to those who would abuse our bankruptcy system that the free ride is over.  Bankruptcy should remain available to folks who truly need it, but those who can afford to repay their debts should not be able to stick others with the tab.  I was proud to support this fair and reasonable overhaul of our bankruptcy system.

Word Count: 417

PAGE  
1

