CERTI FI CATI ON OF ENROLLMENT

SUBSTI TUTE HOUSE BI LL 1822

Chapt er

148, Laws of 2013

63rd Legislature
2013 Regul ar Session

DEBT COLLECTI ON PRACTI CES

EFFECTI VE DATE: 07/28/13 - Except sections 1 and 3, which becone

effective 10/01/13.

Passed by the House March 9, 2013
Yeas 97 Nays O

FRANK CHOPP

Speaker of the House of Representatives

Passed by the Senate April 17, 2013
Yeas 48 Nays O

BRAD OVEN

Presi dent of the Senate
Approved May 7, 2013, 2:05 p.m

JAY | NSLEE

Governor of the State of Washi ngton

CERTI FI CATE

I, Barbara Baker, Chief derk of
the House of Representatives of
the State of Washington, do hereby
certify that the attached is
SUBSTI TUTE HOUSE BILL 1822 as
passed by t he House of
Representatives and the Senate on
t he dates hereon set forth.

BARBARA BAKER
Chi ef derk

FI LED
May 7, 2013

Secretary of State
State of Washi ngton



[ —

©O© 00 N o g b

10
11
12
13
14
15
16
17
18

SUBSTI TUTE HOUSE BI LL 1822

Passed Legislature - 2013 Regul ar Sessi on
State of WAshi ngton 63rd Legislature 2013 Regul ar Session
By House Judiciary (originally sponsored by Representative Stanford)

READ FI RST TI ME 02/ 22/ 13.

AN ACT Relating to debt <collection practices; anending RCW
19.16. 100, 19.16. 250, and 19. 16. 260; and providing an effective date.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW19.16.100 and 2003 ¢ 203 s 1 are each anended to read
as follows:

Unless a different neaning is plainly required by the context, the
foll owi ng words and phrases as hereinafter used in this chapter shal
have the foll ow ng neani ngs:

(1) "Person" includes individual, firm partnership, trust, joint
venture, association, or corporation.

(2) "Collection agency" means and i ncl udes:

(a) Any person directly or indirectly engaged in soliciting clains
for collection, or collecting or attenpting to collect clains owed or
due or asserted to be owed or due anot her person;

(b) Any person who directly or indirectly furnishes or attenpts to
furnish, sells, or offers to sell fornms represented to be a collection
system or schene intended or calculated to be used to collect clains
even though the forns direct the debtor to nmake paynent to the creditor
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and even though the forns nay be or are actually used by the creditor
hi msel f or herself in his or her own nane;

(c) Any person who in attenpting to collect or in collecting his or
her own claimuses a fictitious name or any nane other than his or her
own which would indicate to the debtor that a third person is
collecting or attenpting to collect such clain,

(d) Any person_or_entity that is engaged_in_the_ business_ of
pur chasi ng delinquent or charged off clains for collection_purposes,
whether it collects the clains_itself or_ hires a_ third party for
collection or an_attorney for litigation in_order_ to_collect such
cl ai ns.

(3) "Collection agency" does not nmean and does not i ncl ude:

(a) Any individual engaged in soliciting clains for collection, or
collecting or attenpting to collect clainms on behalf of a I|icensee
under this chapter, if said individual is an enpl oyee of the |icensee;

(b) Any individual collecting or attenpting to collect clains for
not nore than one enployer, if all the collection efforts are carried
on in the nanme of the enployer and if the individual is an enpl oyee of
t he enpl oyer;

(c) Any person whose collection activities are carried on in his,
her, or its true nane and are confined and are directly related to the
operation of a business other than that of a coll ection agency, such as
but not limted to: Trust conpanies; savings and | oan associ ations;
buil ding and | oan associations; abstract conpanies doing an escrow
busi ness; real estate brokers; property managenent conpani es coll ecting
assessnents, charges, or fines on behalf of condom nium unit owners
associ ati ons, associations of apartnment owners, or honmeowners
associations; public officers acting in their official capacities;
persons acting under court order; |lawers; insurance conpanies; credit
uni ons; | oan or finance conpani es; nortgage banks; and banks;

(d) Any person who on behalf of another person prepares or mails
monthly or periodic statenents of accounts due if all paynents are nade
to that other person and no other collection efforts are made by the
person preparing the statenments of account;

(e) An "out-of-state collection agency” as defined in this chapter;

or
(f) Any person while acting as a debt collector for another person,
both of whomare rel ated by common ownership or affiliated by corporate

SHB 1822. SL p. 2
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control, if the person acting as a debt collector does so only for
persons to whom it is so related or affiliated and if the principa
busi ness of the person is not the collection of debts.

(4) "Qut-of-state collection agency” neans a person whose
activities within this state are |limted to collecting debts from
debtors located in this state by neans of interstate communications,
i ncludi ng tel ephone, mail, or facsimle transm ssion, fromthe person's
| ocation in another state on behalf of clients |ocated outside of this
state, but does not include any person who is excluded from the
definition of the term "debt collector” under the federal fair debt
col l ection practices act (15 U.S.C. Sec. 1692a(6)).

(5) "dainm neans any obligation for the paynent of noney or thing
of value arising out of any agreenent or contract, express or inplied.

(6) "Statenent of account” neans a report setting forth only
anounts billed, invoices, credits allowed, or aged bal ance due.

(7) "Director” nmeans the director of |icensing.

(8 "dient" or "custoner" neans any person authorizing or
enpl oying a collection agency to collect a claim

(9) "Licensee" neans any person |licensed under this chapter.

(10) "Board" neans the Washi ngton state coll ection agency board.

(11) "Debtor"™ neans any person owing or alleged to owe a claim

(12) "Commercial clainm nmeans any obligation for paynent of npbney
or thing of value arising out of any agreenent or contract, express or
i nplied, where the transaction which is the subject of the agreenent or
contract is not primarily for personal, famly, or househol d purposes.

Sec. 2. RCW19.16. 250 and 2011 1st sp.s. ¢ 29 s 2 are each anended
to read as foll ows:

No |icensee or enployee of alicensee shall:

(1) Directly or indirectly aid or abet any unlicensed person to
engage in business as a collection agency in this state or receive
conpensation from such unlicensed person: PROVI DED, That nothing in
this chapter shall prevent a licensee from accepting, as forwardee,
clainms for collection froma collection agency or attorney whose pl ace
of business is outside the state.

(2) Collect or attenpt to collect a claim by the use of any neans
contrary to the postal [aws and regul ations of the United States postal
depart nent.

p. 3 SHB 1822. SL
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(3) Publish or post or cause to be published or posted, any |ist of
debtors comonly known as "bad debt |ists" or threaten to do so. For
pur poses of this chapter, a "bad debt |ist" nmeans any |ist of natural
persons alleged to fail to honor their lawful debts. However, nothing
herein shall be construed to prohibit a |licensee fromcommunicating to
its custoners or clients by neans of a coded list, the existence of a
check di shonored because of insufficient funds, not sufficient funds or
cl osed account by the financial institution servicing the debtor's
checki ng account: PROVIDED, That the debtor's identity is not readily
apparent: PROVI DED FURTHER, That the Ilicensee conplies with the
requi renents of subsection (10)(e) of this section.

(4) Have in his or her possession or nmake use of any badge, use a
uni form of any | aw enforcenent agency or any sinulation thereof, or
make any statenents which m ght be construed as indicating an official
connection with any federal, state, county, or city |aw enforcenent
agency, or any other governnental agency, while engaged in collection
agency busi ness.

(5 Perform any act or acts, either directly or indirectly,
constituting the unauthorized practice of |aw

(6) Advertise for sale or threaten to advertise for sale any claim
as a neans of endeavoring to enforce paynent thereof or agreeing to do
so for the purpose of soliciting clains, except where the |icensee has
acquired clains as an assignee for the benefit of creditors or where
the licensee is acting under court order.

(7) Use any nanme while engaged in the making of a demand for any
claim other than the nane set forth on his or her or its current
i cense issued hereunder.

(8 Gve or send to any debtor or cause to be given or sent to any
debtor, any notice, letter, nessage, or form other than through proper
| egal action, process, or proceedi ngs, which represents or inplies that
a claimexists unless it shall indicate in clear and |egible type:

(a) The nane of the licensee and the city, street, and nunber at
whi ch he or she is Iicensed to do business;

(b) The nanme of the original creditor to whomthe debtor owed the
claimif such nane is known to the |icensee or enployee: PROVIDED,
That upon witten request of the debtor, the |licensee shall provide
this nane to the debtor or cease efforts to collect on the debt unti
this information is provided,

SHB 1822. SL p. 4
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(c) If the notice, letter, nmessage, or formis the first notice to
the debtor or if the licensee is attenpting to collect a different
anmount than indicated in his or her or its first notice to the debtor
an item zation of the claimasserted nust be nade incl udi ng:

(1) Amount owng on the original obligation at the tine it was
received by the |licensee for collection or by assignnment;

(i) Interest or service charge, collection costs, or |ate paynment
charges, if any, added to the original obligation by the original
creditor, custoner or assignor before it was received by the |icensee
for collection, if such information is known by the |icensee or
enpl oyee: PROVI DED, That wupon witten request of the debtor, the
licensee shall nmake a reasonable effort to obtain information on such
items and provide this information to the debtor;

(tii) Interest or service charge, if any, added by the |icensee or
custoner or assignor after the obligation was received by the |icensee
for collection;

(iv) Collection costs, if any, that the licensee is attenpting to
col |l ect;

(v) Attorneys' fees, if any, that the licensee is attenpting to
collect on his or her or its behalf or on the behalf of a custoner or
assi gnor; and

(vi) Any other charge or fee that the licensee is attenpting to
collect on his or her or its own behalf or on the behalf of a custoner
or assi gnor;

(d) If the notice, letter, message, or form concerns a judgnment
obt ai ned agai nst the debtor, no item zation of the anobunts contained in
the judgnent is required, except postjudgnent interest, if clainmed, and
t he current account bal ance;

(e) If the notice, letter, nmessage, or formis the first notice to
the debtor, an item zation of the clai masserted nust be made i ncl udi ng
the foll ow ng i nformation:

(1) The original account nunber or redacted original account nunber
assigned to the debt, if known to the |icensee or enpl oyee: PROVI DED
That upon witten request of the debtor, the |icensee nust nmake a
reasonable effort to obtain this information or cease efforts to
collect on the debt until this information is provided; and

(i1) The date of the last paynent to the creditor on the subject
debt by the debtor, if known to the |icensee or enployee: PROVIDED,

p. 5 SHB 1822. SL
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That upon witten request of the debtor, the |icensee nust nmake a
reasonable effort to obtain this information or cease efforts to
collect on the debt until this information is provided.

(9) Communicate in witing with a debtor concerning a claimthrough
a proper |legal action, process, or proceedi ng, where such conmuni cati on
is the first witten conmmunication with the debtor, w thout providing
the information set forth in subsection (8)(c) of this section in the
written comrunication

(10) Conmmunicate or threaten to communicate, the existence of a
claimto a person other than one who m ght be reasonably expected to be
liable on the claim in any manner other than through proper |ega
action, process, or proceedi ngs except under the foll ow ng conditions:

(a) A licensee or enployee of a licensee may inform a credit

reporting bureau of the existence of a claim If the licensee or
enpl oyee of a licensee reports a claimto a credit reporting bureau,
the licensee shall, upon receipt of witten notice fromthe debtor that

any part of the claimis disputed, notify the credit reporting bureau
of the dispute by witten or electronic neans and create a record of
the fact of the notification and when the notification was provided,

(b) A licensee or enployee in collecting or attenpting to coll ect
a claimmy communi cate the existence of aclaimto a debtor's enpl oyer
if the clai mhas been reduced to a judgnent;

(c) Alicensee or enployee in collecting or attenpting to coll ect
a claim that has not been reduced to judgnent, may conmunicate the
exi stence of aclaimto a debtor's enpl oyer if:

(i) The licensee or enployee has notified or attenpted to notify
the debtor in witing at his or her last known address or place of
enpl oynent concerning the claimand the debtor after a reasonable tine
has failed to pay the claimor has failed to agree to make paynents on
the claimin a manner acceptable to the Iicensee, and

(ii) The debtor has not in witing to the licensee disputed any
part of the claim PROVIDED, That the |icensee or enployee may only
communi cate the existence of a claim which has not been reduced to
judgnent to the debtor's enployer once unless the debtor's enpl oyer has
agreed to additional conmmuni cati ons.

(d) A licensee may for the purpose of locating the debtor or
| ocating assets of the debtor communicate the existence of a claimto

SHB 1822. SL p. 6
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any person who m ght reasonably be expected to have know edge of the
wher eabouts of a debtor or the |ocation of assets of the debtor if the
claimis reduced to judgnent, or if not reduced to judgnent, when:

(i) The licensee or enployee has notified or attenpted to notify
the debtor in witing at his or her |ast known address or |ast known
pl ace of enploynment concerning the claim and the debtor after a
reasonable tine has failed to pay the claimor has failed to agree to
make paynents on the claimin a manner acceptable to the |icensee, and

(1i) The debtor has not in witing disputed any part of the claim

(e) A licensee may conmunicate the existence of a claimto its
customers or clients if the claimis reduced to judgnent, or if not
reduced to judgnent, when:

(1) The licensee has notified or attenpted to notify the debtor in
witing at his or her |ast known address or |ast known place of
enpl oynent concerning the claimand the debtor after a reasonable tine
has failed to pay the claimor has failed to agree to make paynents on
the claimin a manner acceptable to the Iicensee, and

(1i) The debtor has not in witing disputed any part of the claim

(11) Threaten the debtor with inpairnent of his or her credit
rating if a claimis not paid: PROVIDED, That advising a debtor that
the licensee has reported or intends to report a claimto a credit
reporting agency is not considered a threat if the |icensee actually
has reported or intends to report the claim to a credit reporting
agency.

(12) Communicate with the debtor after notification in witing from
an attorney representing such debtor that all further conmunications
relative to a claim should be addressed to the attorney: PROVI DED
That if a licensee requests in witing information from an attorney
regarding such claim and the attorney does not respond wthin a
reasonable tinme, the licensee may communi cate directly with the debtor
until he or she or it again receives notification in witing that an
attorney is representing the debtor.

(13) Communi cate with a debtor or anyone else in such a manner as
to harass, intimdate, threaten, or enbarrass a debtor, including but
not limted to communi cation at an unreasonabl e hour, w th unreasonabl e
frequency, by threats of force or violence, by threats of crimnal
prosecution, and by use of offensive | anguage. A communication shal
be presuned to have been nade for the purposes of harassnent if:

p. 7 SHB 1822. SL
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(a) It is nade with a debtor or spouse in any form manner, or
pl ace, nore than three tines in a single week, unless the |licensee is
respondi ng to a conmuni cation fromthe debtor or spouse;

(b) It is nade with a debtor at his or her place of enpl oynent nore
than one tinme in a single week, unless the licensee is responding to a
communi cation fromthe debtor;

(c) It is made with the debtor or spouse at his or her place of
resi dence between the hours of 9:00 p.m and 7:30 a.m Acall to a
tel ephone is presuned to be received in the local tine zone to which
the area code of the nunber called is assigned for |andline nunbers,
unl ess the |icensee reasonably believes the tel ephone is located in a
different time zone. |If the area code is not assigned to landlines in
any specific geographic area, such as with toll-free tel ephone nunbers,
a call to atelephone is presuned to be received in the |ocal tine zone
of the debtor's last known place of residence, unless the I|icensee
reasonably believes the tel ephone is |ocated in a different tinme zone.

(14) Communicate wth the debtor through wuse of forns or
instrunents that sinulate the formor appearance of judicial process,
the form or appearance of governnment docunments, or the sinmulation of a
form or appearance of a tel egraphic or energency nessage.

(15) Communicate with the debtor and represent or inply that the
exi sting obligation of the debtor nmay be or has been increased by the
addition of attorney fees, investigation fees, service fees, or any
ot her fees or charges when in fact such fees or charges may not legally
be added to the existing obligation of such debtor.

(16) Threaten to take any action against the debtor which the
Iicensee cannot legally take at the tine the threat is nade.

(17) Send any tel egram or make any tel ephone calls to a debtor or
concerning a debt or for the purpose of demandi ng paynent of a claimor
seeking informati on about a debtor, for which the charges are payable
by the addressee or by the person to whomthe call is made: PROVIDED
That :

(a) This subsection does not prohibit a |icensee fromattenpting to
comuni cate by way of a cellular tel ephone or other wreless device:
PROVI DED, That a |icensee cannot cause charges to be incurred to the
reci pient of the attenpted communication nore than three tines in any
cal endar week when the |icensee knows or reasonably should know that

SHB 1822. SL p. 8
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t he nunber belongs to a cellular telephone or other wrel ess device,
unl ess the licensee is responding to a conmuni cation fromthe debtor or
the person to whomthe call is made.

(b) The licensee is not in violation of (a) of this subsection if
the licensee at least nonthly updates its records with information
provi ded by a commercial provider of cellular telephone lists that the
licensee in good faith believes provides reasonably current and
conprehensive data identifying cellular telephone nunbers, calls a
nunber not appearing in the nost recent |ist provided by the comerci al
provi der, and does not otherw se know or reasonably should know that
t he nunber belongs to a cellular tel ephone.

(c) This subsection may not be construed to increase the nunber of
communi cations permtted pursuant to subsection (13)(a) of this
section.

(18) Call, or send a text nessage or other electronic comrunication
to, a cellular telephone or other wireless device nore than twice in
any day when the licensee knows or reasonably should know that the
nunber belongs to a cellul ar tel ephone or other w rel ess device, unl ess
the licensee is responding to a communication fromthe debtor or the
person to whom the «call, text nessage, or other electronic
communi cation is nmade. The licensee is not in violation of this
subsection if the licensee at |east nonthly updates its records with
information provided by a commercial provider of cellular telephone
lists that the licensee in good faith believes provides reasonably
current and conprehensive data identifying cellular tel ephone nunbers,
calls a nunmber not appearing in the nost recent |ist provided by the
comrerci al provider, and does not otherw se know or reasonably shoul d
know t hat the nunber belongs to a cellular tel ephone. Nothing in this
subsection may be construed to increase the nunber of conmunications
permtted pursuant to subsection (13)(a) of this section.

(19) Intentionally block its tel ephone nunber from displaying on a
debtor's tel ephone.

(20) In any manner convey the inpression that the |icensee is
vouched for, bonded to or by, or is aninstrunentality of the state of
Washi ngt on or any agency or departnment thereof.

(21) Collect or attenpt to collect in addition to the principa
amount of a claim any sum other than allowable interest, collection
costs or handling fees expressly authorized by statute, and, in the

p. 9 SHB 1822. SL
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case of suit, attorney's fees and taxable court costs. A |icensee may
collect or attenpt to collect collection costs and fees, including
contingent collection fees, as authorized by a witten agreenent or

contract, between the licensee's client and the debtor, in the
collection of a commercial claim The anount charged to the debtor for
collection services shall not exceed thirty-five percent of the

commercial claim

(22) Procure froma debtor or collect or attenpt to collect on any
witten note, contract, stipulation, prom se or acknow edgnent under
which a debtor nmay be required to pay any sum other than principal
al l owabl e interest, except as noted i n subsection (21) of this section,
and, in the case of suit, attorney's fees and taxabl e court costs.

(23) Bring an action or initiate an arbitration proceeding on a
claim when the licensee knows, or reasonably should know, that such
suit or arbitrationis barred by the applicable statute of limtations.

(24) Upon notification by a debtor that the debtor disputes al
debts arising from a series of dishonored checks, automated
cl eari nghouse transactions on a demand deposit account, or other
preprinted witten instrunents, initiate oral contact wth a debtor
nore than one tine in an attenpt to collect from the debtor debts
arising from the identified series of dishonored checks, automated
cl eari nghouse transactions on a demand deposit account, or other
preprinted witten instrunents when: (a) Wthin the previous one
hundred eighty days, in response to the licensee's attenpt to coll ect
the initial debt assigned to the licensee and arising from the
identified series of dishonored checks, automated clearinghouse
transacti ons on a demand deposit account, or other preprinted witten
instrunments, the debtor in witing notified the licensee that the
debtor's checkbook or other series of preprinted witten instrunments
was stolen or fraudulently created; (b) the licensee has received from
the debtor a certified copy of a police report referencing the theft or
f raudul ent creation of the checkbook, automated cl eari nghouse
transactions on a demand deposit account, or series of preprinted
witten instrunents; (c) inthe witten notification to the |icensee or
in the police report, the debtor identified the financial institution
where the account was nai ntai ned, the account nunber, the magnetic ink
character recognition nunber, the full bank routing and transit nunber,
and the check nunbers of the stolen checks, autonmated clearinghouse

SHB 1822. SL p. 10
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transacti ons on a demand deposit account, or other preprinted witten
i nstrunments, which check nunbers included the nunber of the check that
is the subject of the licensee's collection efforts; (d) the debtor
provides, or within the previous one hundred eighty days provided, to
the licensee a legible copy of a governnent-issued photo
identification, which contains the debtor's signature and which was
issued prior to the date of the theft or fraud identified in the police
report; and (e) the debtor advised the |licensee that the subject debt
is disputed because the identified check, automated clearinghouse
transaction on a demand deposit account, or other preprinted witten
instrunment underlying the debt is a stolen or fraudulently created
check or instrunent.

The licensee is not in violation of this subsection if the |licensee
initiates oral contact with the debtor nore than one tine in an attenpt
to collect debts arising from the identified series of dishonored
checks, automated clearinghouse transactions on a demand deposit
account, or other preprinted witten instrunents when: (1) The
licensee acted in good faith and relied on their established practices
and procedures for batching, recording, or packeting debtor accounts,
and the licensee inadvertently initiates oral contact with the debtor
in an attenpt to collect debts in the identified series subsequent to
the initial debt assigned to the licensee; (ii) the licensee is
follow ng up on collection of a debt assigned to the |licensee, and the
debtor has previously requested nore information from the |icensee
regarding the subject debt; (iii) the debtor has notified the |icensee
that the debtor disputes only sone, but not all the debts arising from
the identified series of dishonored checks, automated clearinghouse
transacti ons on a demand deposit account, or other preprinted witten
instrunments, in which case the |icensee shall be allowed to initiate
oral contact with the debtor one time for each debt arising fromthe
series of identified checks, automated cl eari nghouse transactions on a
demand deposit account, or witten instrunents and initiate additional
oral contact for those debts that the debtor acknow edges do not arise
fromstolen or fraudulently created checks or witten instrunents; (iv)
the oral contact is in the context of a judicial, admnistrative,
arbitration, nediation, or simlar proceeding; or (v) the oral contact
is made for the purpose of investigating, confirmng, or authenticating
the information received from the debtor, to provide additional

p. 11 SHB 1822. SL
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information to the debtor, or to request additional information from
t he debtor needed by the licensee to accurately record the debtor's
information in the |licensee's records.

(25) Submt an affidavit or other request pursuant to chapter 6.32
RCW aski ng a superior or district court to transfer a bond posted by a
debtor subject to a noney judgnent to the |icensee, when the debtor has
appeared as required.

Sec. 3. RCW19.16.260 and 2011 c 336 s 521 are each anended to
read as foll ows:

No col l ection agency or out-of-state collection agency may bring or
mai ntain an action in any court of this state involving the collection
of its own _claimor a claimof any third party w thout alleging and
proving that he, she, or it is duly licensed under this chapter and has
satisfied the bonding requirenents hereof, if applicable: PROVIDED,
That in any case where judgnent is to be entered by default, it shal
not be necessary for the collection agency or out-of-state collection
agency to prove such matters.

A copy of the current collection agency |icense or out-of-state
coll ection agency license, certified by the director to be a true and
correct copy of the original, shall be prima facie evidence of the
licensing and bonding of such collection agency or out-of-state
col l ection agency as required by this chapter.

NEW SECTION. Sec. 4. Sections 1 and 3 of this act take effect
Cct ober 1, 2013.

Passed by the House March 9, 2013.

Passed by the Senate April 17, 2013.

Approved by the Governor May 7, 2013.

Filed in Ofice of Secretary of State May 7, 2013.
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