February 16, 2005

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from Oregon (Mr. BLUMENAUER)
is recognized for 5 minutes.

(Mr. BLUMENAUER addressed the
House. His remarks will appear here-
after in the Extensions of Remarks.)

————
CLASS ACTION FAIRNESS ACT

The SPEAKER pro tempore. Under
the Speaker’s announced policy of Jan-
uary 4, 2005, the gentleman from Vir-
ginia (Mr. GOODLATTE) is recognized for
60 minutes as the designee of the ma-
jority leader.

Mr. GOODLATTE. Mr. Speaker, with
the leave of the Speaker, we have the
opportunity for the next hour to talk
about major and historic legislation
that will come before the Congress to-
morrow.

The Senate has already passed legis-
lation reforming class action lawsuit
abuses, and now the House of Rep-
resentatives will take it up and pass it
and send it to the President of the
United States.

Why is this such a historic occasion?
Because abuses in class actions have
been going on for many years. In fact,
this House has worked for over 6 years
to reform this difficulty and get to the
point where we are today.

This legislation has passed the House
of Representatives in each of the last
three Congresses, but each time it was
stymied in the United States Senate.
The fact of the matter is that as the
legislation progressed through the
House, it got more and more votes,
more and more bipartisan support, but
never could get the threshold needed to
pass in the other body. That has now
changed. The Senate has passed legisla-
tion. It is a little different from what
the House has passed in the past, but it
holds the same core principle of re-
forming the abuses that are taking
place today all across the country with
class action lawsuits.

Some of these abuses are absolutely
startling. In a nationwide class action
lawsuit filed in Alabama against the
Bank of Boston over mortgage escrow
accounts, the class members won the
case, but actually lost money. Under
the settlement agreement, the 700,000
class members received small pay-
ments of just a couple of dollars or no
money at all. About a year later they
found out that anywhere from $90 to
$140 had been deducted from their es-
crow accounts to pay their lawyers’
legal feels of $8.5 million. In other
words, they had to pay more than they
have received in settlement in order to
satisfy multi-million dollar attorneys’
fees.

When some of those class members
sued their class action lawyers for mal-
practice, the lawyers countersued them
for $25 million saying their former cli-
ents were trying to harass them.

In another classic case, in the settle-
ment of a class action lawsuit in Madi-
son County, Illinois, against Thompson
Consumer Electronics over alleged
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faulty television sets, consumers were
eligible for rebates on future purchases
ranging in value from $25 to $50 if you
spent more than $100 on a Thompson
Electronics product. So in other words,
your settlements was a coupon to buy
more of what was alleged to being de-
fective in the first place.

How did the attorneys do? Well, the
attorneys pocketed $22 million in at-
torneys’ fees. Some consumers report-
edly walked away from the settlement
altogether because the form was so
complicated and the attorneys’ fees
were so high.

Recently, President Bush had down
at the Commerce Department a forum
to discuss these abuses, and one of
these plaintiffs in this Thompson Elec-
tronics case was there. And after ex-
plaining what she had been through
and the frustration of having a tele-
vision set that did not work and being
represented in a class action that did
not work and winding up with a coupon
to buy something she did not want to
buy and seeing the attorneys get $22
million in attorneys’ fees, she said,
Where is the justice in that?

The fact of the matter is there is no
justice in our current class action sys-
tem and it is, in effect, a racket.

How did we get to this point? Well, it
has to do with a problem with our Fed-
eral laws. When our Founding Fathers
wrote our Constitution, they very wise-
ly provided for a Federal judiciary, a
judiciary that could hear cases from
different people in different States so
that if in the founding of our country
and ever since people felt that they
might not be treated as fairly in a for-
eign jurisdiction in a court across the
country somewhere far from where
they have lived, they could have the
opportunity to remove it to the Fed-
eral courts where they would in theory
get more impartial treatment. This has
persisted for the entire history of our
country.

However, our Founding Fathers
never heard of class action lawsuits.
They are a 20th-century development
and they are not without their merit.
Class actions afford efficiencies to our
courts because if people have an iden-
tical claim against one or more defend-
ants, they can be consolidated into a
class and brought before the court in
an efficient manner and sometimes
these cases involve hundreds of thou-
sands or even millions of plaintiffs.

This legislation does nothing to af-
fect the right of people to bring their
class action lawsuits in State courts or
Federal courts. But under the original
establishment of our Federal courts,
this diversity jurisdiction of the courts
where you had parties from different
States disputing each other, had to set
a minimum amount before you could
bring the case into courts; and over the
years that number has risen to $75,000
per plaintiff.

So in other words, if a person who
lives in my State of Virginia has an in-
jury in the State of Maryland across
the Potomac River and they bring a
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lawsuit in the State court, if that case
involves more than $75,000 in damages,
the case can be removed to the Federal
courts. However, when you apply that
rule to class actions, it is the same. It
is $75,000, but it is per plaintiff. So if
you have a million plaintiffs in a case,
you have to multiply by one million
times $75,000 or show a $75 billion case
in order to get into Federal court. That
is wrong, that a $75,000 simple case that
can easily be handled in the State
courts would be entitled to the Federal
courts and a $75 billion case or say a
$70 billion case, less than the $75 billion
threshold there, cannot get into the
Federal courts. It is wrong. It should
be corrected, and this legislation does
it in a very simple fashion.

Instead of $75,000 per plaintiff, it is $5
million, but 5 million for the entire
class, all the claims added together.
And this will mean that no longer will
you have what is called ‘‘forum shop-
ping”’ taking place where the plaintiffs’
attorneys can choose the jurisdiction
they want to bring the case in and keep
it there.

Why is that significant? Because we
have over 4,000 jurisdictions across the
country, 4,000 different State jurisdic-
tions, sometimes simple county gov-
ernments, sometimes a collection of
counties within a State, but 4,000 dif-
ferent places where you can bring a
lawsuit. The plaintiffs attorneys, and
there are only a small number of plain-
tiffs attorneys who handle these big
class action lawsuits, the plaintiffs at-
torneys know which of those 4,000 juris-
dictions, maybe a dozen, maybe two
dozen of them, are overwhelmingly bi-
ased and favorable to the plaintiffs in a
class action.

There was one State court county in
Alabama a few years ago where more
nationwide class action lawsuits were
considered in that one county than the
entire Federal judiciary of more than
600 district court judges combined.
That is an abuse. Today the same thing
takes place in other jurisdictions
around the country, and this legisla-
tion would correct that. More impor-
tantly, it would treat all the parties
fairly because not only could the de-
fendants remove a case to Federal
courts, but any or all of the plaintiffs
in the case would also have the right to
remove that case to Federal court
under appropriate circumstances. The
judge would have discretion, if the case
looked like it really did principally in-
volve people in one State, it would be
kept in that State. But if it clearly is
a nationwide class action lawsuit, it
can be moved to Federal court where it
will get more even-handed treatment
and a more standard application of the
law then these select jurisdictions that
are getting all the class action cases
today. That is what the problem is.

In addition to changing the jurisdic-
tional requirements, there are also
other things that will make it easier
for plaintiffs to be treated fairly and
defendants to be treated fairly as well.
The Washington Post is one of more
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