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Indebtedness and the statement of charges, and would
you state whether or not—

A. Sir—

Q. Please let me ask the question. Would you state
whether or not this is a work sheet, the way you fill them
out? :

A. No, sir, it is not a work sheet.

Q. How do you arrive at your charges, then?

A. Our charges are arrived at on a basis of what we
feel—what effort we are going to put in the case.

Q. That would be the difficulty of the case—

A. Yes. We can’t, obviously, get it down to a dollar or
a dollar-and-cents thing. We try to give it a rough esti-
mate and charge accordingly.

Mr. Weigand: If the Court please, the plaintiff fails
to see the relevancy of the amount of the plaintiff’s charges
to the validity of this law. If he charges one penny con-
sideration for the distribution of money, he violates this
[fol. 183] law, and, whether he charges one penny or
$10,000, it is still a violation of the law, and this is not
up for consideration with respect to the reasonableness
of a limitation on charges imposed by the legislature,
which would have been a valid enactment by the legisla-
ture. They prohibited any consideration, so the adequacy
or excessiveness of the consideration, I submit, is not
properly before Your Honors in a determination of the
constitutionality of this act.

Judge Huxman: Well, the exhibit hasn’t been offered in
evidence. A lot of questions have been asked about it.

Do you offer this in evidence ?

Mr. Sanborn: I was trying to lay a foundation.

Judge Huxman: I think the witness has answered, it is
not on his form. He has answered what it is. Now, if you
are offering it in evidence, we are interested in it, so we
can rule on the objection.

By Mr. Sanborn:

Q. Well, you recognize—this is one of your official re-
ceipts?
A. This receipt is, as far as I know, one of our receipts,
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yes. This here is our letterhead, but this is not the form
[fol. 184] on which we take down the person’s indebtedness
and his financial obligations. This is merely a sheet of
paper with a lot of numbers on it. I don’t know what
that is.

Judge Huxman: I think that is clearly answered.

By Mr. Sanborn:

Q. Would you please refer to Exhibit K, then, which
is the same file, is it not, as this receipt?

A. Yes. This is a gentleman by the name of Nickerson,
right? Now, what can I tell you?

Q. Does this, by reference to his file and the receipt given
to Mr. Nickerson in the course of your business—he would
have the receipt, wouldn’t he?—does that indicate to you
that they are part of the same transaction?

A. T would say that this is a list that, possibly, he made
before we took down a list, or something of the sort, yes,
sir. He may have been sitting there waiting to talk to
someone and just made this list himself; T don’t know, but
the two do match here, yes.

Q. Then, being familiar with the operation, having set
up the operation of your business, are you able to tell us
whether or not Exhibit I constitutes a part of the file of
[fol. 185] Mr. Nickerson which is designated for identifica-
tion as Exhibit K?

A. Did this come out of the file?

Q. T am not permitted to testify. You give the customer
the receipt, don’t you?

A. Certainly, the receipt is his. That still doesn’t prove
what this thing is.

Q. T was trying to get you to state whether this data
on this matches what you have in your file.

A. This is much more important than this (indicating),
as far as we are concerned.

Judge Huxman: Mr. Witness, does it match?

The Witness: Yes, sir, it does match.

Judge Huxman: All right, that answers the question,
then.
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By Mr. Sanborn:

Q. Thank you. What—does that “Chg” mean charge?

A. T couldn’t tell you, but I can tell what the charge
was made.

Q. Was the charge—

Mr. Weigand: Now we are coming to the relevancy of
my objections, is the amount of the charges relevant to the
[fol. 186] determination of the constitutionality of this act?

Judge Hill: It is admitted that they do charge a fee.

Mr. Weigand: Yes, they do.

Judge Hill: The amount, I think, is immaterial.

Judge Huxman: Mr. Attorney, do you offer that in evi-
dence, that exhibit?

Mr. Sanborn: I would like to.

Judge Huxman: Well, you have that privilege.

Judge Hill: For what purpose?

Mr. Sanborn: What I was trying to establish is that
this is a part of this transaction, and I want to ask some
questions about his business card and what happened to
the money—

Judge Huxman: You have an exhibit there. We ought
to fix that exhibit. Either offer it in evidence or not, so
the Court can rule on it.

Mr. Sanborn: I will offer in evidence Exhibit I.

Judge Hill: For what purpose?

Mr. Sanborn: Well, I believe it has been identified by
the witness as a part of this transaction, in this File K,
[fol. 187] which is Raymond Nickerson’s file, and there is
one notation on there, what I am trying to get around to,
so I can ask him what this particular—if you see the addi-
tion on it at the end of their charges, there is a six-two-o-
two added, and we want him to tell us, and “Pd” over at
the left—

Judge Huxman: Now, the witness has several times
testified that he knows nothing about that sheet of that
exhibit.

Do I understand you correctly?

The Witness: That’s right, sir.

Judge Huxman: And he has testified repeatedly he
doesn’t know anything about that.
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Mr. Sanborn: I thought he might be familiar with the
notations used.

Judge Huxman: Ask him whether he is familiar with
the notation on it. It seems to me—

Mr. Coulson: Withdraw the offer.

Mr. Sanborn: May I just withdraw that and go on to
his file?

Judge Huxman: Certainly.

By Mr. Sanborn:

Q. Now I am referring to Exhibit K, the file you brought
to court today, called the Raymond Nickerson file.
[fol. 188] A. Yes.

Q. Now, in the file there is a card?

A. Right.

Q. With his wife’s name on it. What does it show on
12-8? Does it show you received $70 from him?

A. The card shows we received $70, according to the way
we keep books, yes, sir.

Q. And that was on December 8%

A. Right.

Q. That was the same as the reecipt?

A. Right. Well—

Judge Huxman: Now, you withdraw that—this is K.
That doesn’t have reference to K, does it?

Mr. Sanborn: He testified that they have duplicate re-
ceipts, Your Honor, and I withdrew that, and I assume he
would have his duplicate receipt. Maybe it is just a re-
dundant question.

Judge Huxman: Having withdrawn that, I don’t think
you ought to try to connect this with that. I was wonder-
ing if that is what you are—

Mr. Sanborn: I was trying to connect the date of it,
and was thinking they had duplicate receipts—I don’t
[fol. 189] want to get in the position of arguing with the
Court, Your Honor, because I don’t think it is lawyer-like.

Judge Huxman: I am trying to find out what you are
trying to do, sir, that’s all.

Mr. Sanborn: I am trying to demonstrate to the Court,
by this witness’s testimony, what he knows about the files
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of his business here, and the method that they used, and
that is the purpose of this examination, as to what they
do with the money.

Judge Huxman: Well, ask him.

By Mr. Sanborn:

Q. We have established you received $70 from Mr.
Nickerson?

A. That’s right.

Q. And what happened to Mr. Nickerson’s case as re-
flected by your notation on your file card?

A. Mr. Nickerson later took bankruptey.

Q. What happened to the $70?

A. Sixty-two dollars two cents of it was paid to the
Commercial Credit Corporation on December 8, 1960.

Judge Stanley: Excuse me, was Commercial Credit Cor-
poration one of the creditors listed there?
The Witness: Yes, sir.

[fol. 190] By Mr. Sanborn:

Q. Now, what happened to the rest of the money?
A. Seven dollars ninety-eight cents went towards our
fee.

Judge Huxman: Went towards your fee?

The Witness: Yes, sir.

Mr. Weigand: Now, Your Honor, the purpose of all
this is for them to demonstrate the amount of the charges
which, we submit, is not a proper matter of inquiry. We’ve
gotten one in there; if the Court wants them, we will stipu-
late to the other three.

Judge Hill: Why don’t you stipulate to them?

Mr. Weigand: But I would like to reserve my objection.

Judge Hill: You may.

Mr. Weigand: We will stipulate the amount of those
charges on each of those, as shown by those files.

Mr. Coulson: Can you tell us what happened to the
money? I don’t find any record in there about what hap-
pened to the money. Do you know anything about those?
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[fol. 1911 Mr. Weigand: The money was distributed, as
shown in there, to respective creditors that were specified
by the debtor, and the amount remaining between that and
the amount reecived was their fee.

Judge Stanley: Mr. Weigand, I assume you are familiar
with these files.

Mr. Weigand: I am not, Your Honor. I didn’t see them
until this morning. Mr. Bell—

Judge Stanley: Mr. Bell, can you stipulate as to the
amount received, the amount paid to the creditors and the
amount that was charged?

Mr. Bell: Your Honor, we should first note for the ree-
ord that the amount received by Credit Advisors as their
charge was received by them to be applied on the total
charge which was contracted for by them, and I will be
glad to go through each of these files, reserving our ob-
jection to the relevancy of it, and state for the record
exactly what was the situation on each of them.

Judge Stanley: It will save a lot of time on each of

those.
[fol.192] Mr. Bell: In the case of Raymond Nickerson,
according to the files of Credit Advisors, Mr. Nickerson
owed some $1972, for which he—and for Credit Advisors’
services in disbursing money to the creditors which he
specified, Credit Advisors was to receive a total sum of
$165. Mr. Nickerson made a payment to Credit Advisors
on December 8 of $70, sixty-two-o-two of which was dis-
tributed to Commercial Credit Corporation, one of the
specified creditors of Mr. Nickerson, and $7.98 was retained
by Credit Advisors to apply on their total fee.

Judge Huxman: Take the next case.

Mr. Coulson: Let’s finish this one. How long was the
plan in operation?

Mr. Bell: We will stipulate that Mr. Nickerson made no
further payments and that he later took bankruptecy.

Mr. Coulson: How much later?

Mr. Bell: December 27, 1960.

Mr. Coulson: Now let’s do the same as to these others.

Mr. Bell: In regard to—

Judge Huxman: Are we ready for the next case?

[fol. 193] Mr. Coulson: Yes, Your Honor, he has it.
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Judge Huxman: All right, take it up and stipulate as to
that.

Mr. Bell: With regard to Oliver Phillips, Credit Ad-
visors entered into a contract with him on January 14,
1961, his total indebtedness, or total of the indebtedness
to the creditors which Mr. Oliver Phillips wished Credit
Advisors to distribute money to, was $3153. In considera-
tion of the services of Credit Advisors, in distributing that
money according to a plan, they were to receive a total fee
of $275. Mr. Oliver—Mr. Phillips, under that plan, made
a payment on February 7 of $50, March 11 of $15, March
21 of $25, April 12 of $75, May 16 of $50, June 17 of $60.
The payment of June 16—June 17, which I mentioned, was
a check in the amount of $60 drawn on the Valley State
Bank of Belle Plaine, Kansas, payable to Credit Advisors;
that, immediately after receiving this check, Credit Ad-
visors paid out money on the basis of it to ereditors, and
a few days later received the check back from the bank
“Payment Stopped”. To apply on Credit Advisors’ fee,
[fol. 194] Credit Advisors, on February 7, I believe, took
seven dollars, either seven or nine dollars, it looks like
seven. On March 11 took two dollars, on March 21 took
five dollars, on April 12 took seven dollars, on May 186,
nine dollars, on June 17, seven dollars, and then they re-
ceived no reimbursement of the $60 which had been credited,
because of the insufficient fund check.

Mr. Coulson: When did he go into bankruptey?

Mr. Bell: He went into bankruptcy on June 22, 1961,
some six months after the initiation of the plan, and I
might add that the plan required, according to the contract
with Credit Advisors, the payment of the sum of $75 per
month, which Mr. Phillips did not comply with.

Mr. Coulson: Let’s have the next one.

Mr. Bell: Donna and Don F-a-r-n-u-m. On May 18, 1961,
Credit Advisors entered into a contract with Mr. and Mrs.
Farnum, listing a total—listing total debts to specified
creditors of $2200, for which they agreed to pay Credit
Advisors a maximum fee of $150, to be taken out of pay-
ments made, payments to be made at the rate of $28 per
[fol. 195] week. That on May 20 these people made a credit
—payment to Credit Advisors of $21 per week, that Credit
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Advisors disbursed $19 of that to creditors specified and
retained two dollars of that amount to apply on their fee.

Mr. Coulson: Did he go into bankruptcy, too?

Mr. Bell: No. According to our records, this person
was garnisheed by an attorney at law, and she then—he or
she went to the county attorney for help, and the county
attorney then was to take over the handling of the matter.

Mr. Coulson: All right.

Mr. Bell: Jesse Epperson entered into a contract with
Credit Advisors on April 24, 1961. The total indebtedness
listed of $500, for which they were to pay Credit Advisors
a total fee of $50, to be deducted from payments. They
were to pay $20 every two weeks on their indebtedness.
The file reflects that payment of $20 was made on April
29, May 15, May 29, June 15, July 10, July 27, that $50 of
those payments was paid to Don Clark, attorney, who is
one of the intervenors in this action, I believe, that he ac-
[fol. 196] cepted those, that $40 of the total amount paid
was paid to B. W. Acceptance Company and that $30 was
retained by Credit Advisors to be applied on the total fee.

Mr. Coulson: What happened to that plan, is it still in
operation?

Mr. Bell: The last payment on that was made on July
27, and we have no further records indicating that any-
thing has happened to it.

Judge Huxman: Is it agreed that these facts related
by Mr. Bell, by all counsel, that they are the stipulated
facts in these cases?

Mr. Weigand: Yes, Your Honor, subject to our objec-
tion as to their relevancy and materiality.

Judge Huxman: So stipulated.

Is there anything else of this witness, now?

Mr. Sanborn: We would like to inquire whether counsel
has been able to ascertain from the records of Mr. Skrupa
how many of these plans failed within 60 days.

Mr. Bell: No. In order to do that, we would have to go
through each and every case since they have been in
[fol. 197] Wichita, and I believe there’s 855 that have been
signed since they have been in Wichita, and we have not
attempted to go through each of those files to ascertain. I
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believe the request that you made of us was made a day
before yesterday.

Judge Huxman: Is there anything else of this witness?

Mr. Coulson: Does the witness know what percentage
or anything about it?

Judge Huxman: Does the witness know what percentage
of these 855 plans failed?

Can you anwser that?

The Witness: Your Honor, it depends upon the inter-
pretation you put on the word “failed”. Many of these
people that come to us do not complete these plans. In
fact, a very small percentage go all the way through with
this. There is no good reason why they should go all the
way through with it. Where they find themselves in a posi-
tion where they no longer need our services, they quit,
and that’s fine by us; if we have done them some service,
we are happy and they are happy. And we have dozens,
or, in fact, hundreds of clients that have done this and
would be glad to give us a recommendation.

[fol. 198] Mr. Coulson: We are trying to find out what
percentage failed within the first 60 days.

The Witness: Sir, I don’t know, very honestly, because
I would be speaking about Wichita and I don’t know what
that is, sir.

Judge Huxman: That answers the question. The wit-
ness can’t answer that.

Anything else?

Mr. Sanborn: I would like to offer in evidence Exhibit H.

Judge Huxman: What is that?

Mr. Sanborn: That is Judge Kline’s memorandum opin-
ion in that case.

Judge Huxman: I thought we received that in evidence,
didn’t we?

Judge Stanley: I thought we had.

Judge Huxman: If it hasn’t been received, let it be
offered. Are there any objections to its receipt?

Mr. Weigand: Yes, Your Honor. This is not, as I under-
stand it, the journal entry of judgment entered by the Court.
It is merely what purports to be a transcript of a state-
ment which the Court made from the bench.

[fol. 199] Judge Huxman: Is the authenticity or correct-
ness of the transeript challenged?
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Mr. Weigand: I couldn’t challenge it. I wasn’t there.
The counsel who was there, Mr. McRae, has made a state-
ment to the Court as to what has transpired in that case.

Judge Huxman: It is not a certified transcript?

Mr. Weigand: Not a certified transeript, and, Your
Honor—if Your Honor please, either a Justice of the Peace
or a District Court of Kansas decision in an injunction
case, with respect to the doctrine of unclean hands, regard-
less of what did it, we submit, is not relevant or material
to any determination of the constitutionality of this statute.

Judge Huxman: Is that to your best knowledge?

Mr. McRae: I think that is what the Court said, Your
Honor.

Judge Huxman: You think that is what the Court said.
Then do you still object to it on the ground that it is ir-
relevant and immaterial ¢

Mr. Weigand: Yes, Your Honor, and there is no basis
[fol. 200] for the consideration of this Court as to a de-
termination of the validity or the constitutionality of this
statute.

Judge Huxman: The Court will receive it for whatever
value it may have. That will be determined.

(Defendants’ Exhibit H, having been marked for identifi-
cation, was offered and received in evidence.)

Judge Huxman: Is there anything else?

By Mr. Sanborn:

Q. Would you please state, what was the purpose of
having the person put on their form, the one being referred
to is the financial statement, which is called in the record
D, Defendants’ Exhibit D, that this is a complete list of
all of their creditors and that they are not insolvent or
bankrupt?

A. Well, it is because we want a complete list of what
their obligations are. We cannot assume that we know
what we can do for them unless we know what their com-
plete financial problem is. That is only to clarify—because
we mail these things out.

Q. What is the purpose of this certification by them that
they are not insolvent or bankrupt?
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[fol. 201] Judge Huxman: That they are what?
Mr. Sanborn: Not insolvent or bankrupt.

A. Well, I can’t actually answer your question, sir. We
have used that form for so long, I would have no answer
for it.

By Mr. Sanborn:

Q. Did you make up these forms?

A. Sir, part of these forms are the same forms that
were used by a partner of mine, and they have been in
use for quite a number of years. They have been changed
through the years, to some degree, but some of the material
on them just stayed on them.

Q. You did that?

A. Idid what, sir?

Q. You have made the changes in them from time to time?

A. Yes,sir, I have.

Mr. Sanborn: We have no further questions, Your Honor.
Judge Huxman: Are there any further questions of this
witness?

Redirect examination.

By Mr. Bell:

Q. I would just like to ask the witness, did you or your
attorney change these forms, Mr. Skrupa?

Judge Huxman: I didn’t get the question.
[fol. 202] Mr. Sanborn: That is objected to as leading.

By Mr. Bell:

Q. Did you or your attorney change these forms at any
time when it was necessary to do so?
A. On the advice of counsel, they have been changed,

yes.

Mr. Bell: That is all T have.
Judge Huxman: Is there anything else?
The witness is excused. You may step down.

(Witness excused.)
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[fol. 203]

CorroQuy BETWEEN CourT AND COUNSEL

Judge Huxman: Is there anything else to be offered, or
is this it?

Mr. Weigand: That is all the evidence the plaintiff offers,
Your Honor, except I have forgotten one thing. We have
for identification here, under the heading ‘“Memorandum
Brief”, it is really an actual copy of the Oklahoma Statutes
Annotated, Title 24, Chapter 1, Section 15, which we think
is evidence, Your Honor, with respect to one issue which
they have raised, if it is material. I might say this in con-
nection with the exhibit, when the Clerk finished marking
it, I don’t know whether this Court, being a court of the
United States, can take judicial knowledge of the Oklahoma
law. If it can, I don’t have to offer—

Mr. Coulson: I will agree that they can, that they can
take judicial notice of the law of all states.

Judge Huxman: I hope you are not asking us to pass on
an Oklahoma statute, too.

Mr. Weigand: No, Judge. 1 wanted to call to the Court’s
attention, in the form of evidence, that the Oklahoma stat-
ute uses the same definition of debt pooling, they all put a
different label on the deal, but they call the act the same,
[fol. 204] and then, instead of calling it “the practice of
law”, they forbid lawyers to do it and let nobody but retail
credit organizations do it.

Judge Huxman: Do you offer this exhibit?

Mr. Weigand: We offer this exhibit on the question of
whether or not debt pooling is defined in the act as the
practice of law—

Judge Huxman: Any objection?

Mr. Coulson: I object to introduction of the exhibit, but
I agree that Your Honors can take judicial notice of the
laws of all states.

Judge Huxman: We are supposed to take judicial knowl-
edge of it, but I believe it will help us to know what the
law is, if we have a copy of it, so it will be received for
whatever it may be worth.

Mr. Weigand: That concludes our evidence.
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Judge Huxman: That concludes the evidence of all the
parties?

Mr. Henson: Your Honor, for the purposes of our mo-
tion to dismiss, we ask the Court to judicially notice the
[fol. 205] Statutes of Kansas, the powers of the attorney
general and the county attorney.

Judge Huxman: Does the defendant have anything—I
thought the defendant said they rested, had nothing fur-
ther to present, no further evidence. That is what I under-
stood.

Mr. Weigand: We have segregated, as to legal proposi-
tions, five briefs which we are in a position to submit—

Judge Huxman: Mr. Weigand, I think the Court is in
agreement that we may have an inkling of the issues as
presented by the parties, and it is a difficult question, it is
not easy, and I doubt whether you would care to make oral
argument at this time. I think I speak for my two associates
when I say that it would be more helpful to us if, after
this hearing, the parties would submit written briefs in
support of your various contentions.

Mr. Weigand: We are in a position to submit in tripli-
cate, now, our initial brief, and then, if Your Honors are
going to give them additional time, we would like to have
five days to file a reply when we get their briefs. We will
submit copies.

[fol. 206] Judge Huxman: Are you ready to submit your
brief at this time in triplicate, in support of your position?

Mr. Weigand: Yes, Your Honor.

Judge Huxman: How long does the defendant want? And
I suppose—will the defendant and amicus curiae work to-
gether in your brief, or are you going to file separate briefs?

Mr. Coulson: I think we will have to file separate briefs,
Your Honor, because the one issue, the state court issue
or the diversity issue, about the validity of the State of
Kansas, is a problem we feel the bar association has no
concern with.

Judge Huxman: And how long does the defendant county
attorney want to submit a reply brief?

Mr. Coulson: I would like to know how long Mr. Wei-
gand’s brief is that we are going to have to reply to.
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Mr. Weigand: As I say, we have five briefs, one segre-
gated as to each proposition of law, so, if the Court don’t
like to consider one proposition, they won’t have to read it
all. We have divided it into the matters. We think that
[fol. 207] this matter of the illegal practice of the law, for
example, Your Honor, is one where they can’t raise it,
because it isn’t in the title, and that act couldn’t be—

Judge Huxman: Mr. Weigand, do you have a complete
brief ready to file on your position?

Mr. Weigand: Yes, Your Honor.

Mr. Coulson: What I am trying to find out is how big
1s it, how many pages, in toto?

Judge Huxman: First, let me ask the defendant, the
county attorney, how long do you want for your brief, if
you are furnished a copy of the plaintiff’s brief, now?

Mr, Sanborn: I'd like to have about 20 days, Your Honor,
not because it will take that long to do the work, but because
I am not going to be back in the office for a while.

Judge Huxman: Going on vacation?

Mr. Sanborn: Well, a few days.

Judge Huxman: The defendant, the county attorney, will
be given 20 days from today to file a brief. That is on the
assumption that you will be served with a copy of plaintiff’s
[fol. 208] brief at this time.

Mr. Sanborn: Your Honor, we raised something in this
case in our answer. They posted a bond. It was supposed
to secure the State of Kansas any costs occasioned by this,
if the state should prevail, and I haven’t briefed the law
on it, but I did set out that we have undergone expense,
and will, and I would like leave, after a brief of the law,
if T think Your Honor should rule on that, to just submit
what the expenses were; that will be in the nature of evi-
dence, actually.

Judge Huxman: Well, I supposed that would come up
when you asserted a claim against them on your bond.

Judge Hill: I think that will be after a decision in the
case.

Judge Huxman: That wouldn’t be raised until we reach a
decision. If we rule for the plaintiffs, then they are not
liable on the bond.

Mr. Sanborn: I realize that.
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Judge Huxman: If we rule for you, then you ecan assert
on that bond such items as are appropriate.

[fol. 209] Mr. Sanborn: Yes, sir. I didn’t think you would
want to come back together for—

Judge Hill: We can consider that matter.

Judge Huxman: In any event, we can’t reach that now.

Now, how long does the attorney general want on its
brief?

Mr. Henson: Your Honor, we feel we can have a brief
on file within seven days on our motion to dismiss.

Judge Huxman: Take ten days from today. You mean
from today, seven days?

Mr. Henson: From today.

Judge Huxman: The attorney general is given ten days
from this date to file a brief in support of his position.

Now, Mr. Coulson, how long do you want for amicus
curiae?

Mr. Coulson: I will need, certainly, no more than 20 days
allowed— ,

Judge Huxman: Twenty days is sufficient for you, sir?

Mr. Coulson: Twenty. I say I’ll take no more than that.
[fol. 210] Once I can find out how big this thing is, I’ll have
a better idea.

Judge Huxman: Knowing you as I do, Mr. Coulson, I
think you can answer any brief they could serve on you
within 20 days.

Mr. Coulson: I'll file something, Your Homor. Your
Honor will determine whether it is an answer.

Judge Huxman: If you find you can’t, if you will ask the
Court, we might give you 21, or such a matter.

Now, the plaintiff may have ten days, or which will be
30 days from this date, to file a reply brief, ten days after
the defendant’s and amicus curiae brief are served on
plaintiff, to file a reply brief, if desired.

Judge Stanley: Mr. Weigand, you can include your an-
swer to the attorney general’s brief in your reply brief,
can you?

Mr. Weigand: Yes.

Judge Huxman: So you will have 30 days from today to
reply to the attorney general and to reply to the briefs on
behalf of the defendants.
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Upon the receipt of these briefs, the case will be submitted
[fol. 211] to the Court on its merits for decision.

Is there anything remaining undisposed of that you wish
to call the Court’s attention to, gentlemen, before we ad-
journ?

Mr. Coulson: Not from us.

Mr. Weigand: Should I deliver these three copies of
the brief to the Clerk?

Judge Huxman: Yes.

Mr. Sanborn: Will we get one of those?

Mr. Weigand: Yes.

Judge Hill: Do you have an original and three copies?

(Colloquy was here had off the record.)

Judge Huxman: If you will file the original and two
copies, I, living here, I can take the original and the Clerk
will send the two copies to Judge Stanley and Judge Hill.

Is there anything else, now?

Now, the Court does appreciate the efforts of the parties.
I want you to know that we haven’t been a bit impatient
with anybody. Naturally, we have been somewhat confused,
[fol. 212] but that is due to our ignorance of the issues.
We do appreciate the presentation.

Upon receipt of these briefs, the problem becomes ours.

If nothing further, please announce the Court is in recess,
subject to call.

(Thereupon, at the hour of 4:00 o’clock p. m., the Court
stood at recess subject to call.)

Reporter’s Certificate (omitted in printing).

[fol. 213] Clerk’s Certificate (omitted in printing).
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[fol. 213a]
Prantirr’'s Exarsir 1

MEMORANDUM BRrIEF

OxramoMa StatuTes ANNoratep, Title 24, Chapter 1, Sec-
tion 15, reads as follows:

“Title of Act: An Act relating to debt pooling; pro-
hibiting any person, firm, company or corporation from
engaging in or operating a debt pooling business; mak-
ing violation of Act a misdemeanor and fixing the
penalty therefor; defining term debt pooling as used
herein; and declaring an emergency. Laws 1957, p. 161
herein; and declaring an emergency. Laws 1957, p.
161.”

“§15. Debt pooling—Prohibition

“No person, firm, company or corporation shall engage
in or operate a business known as debt pooling. Laws
1957, p. 161,81....”7

Section 16 reads as follows:
“§16. Debt pooling—Definition

“Debt Pooling is defined as making a contract with a
particular debtor whereby the debtor agrees to pay
a sum or sums of money periodically to the person
engaged in the debt pooling who shall distribute the
same among certain specified creditors in accordance
with a plan agreed upon and the debtor further agrees
to pay such person any valuable consideration for such
services or for any other services rendered in connec-
tion therewith. Laws 1957, p. 161, § 2.

“§17. Debt Pooling—Penalties

“Any person, firm, company or corporation violating
any of the provisions of this Act shall be guilty of
a misdemeanor and upon conviction thereof shall be
fined not less than One Hundred Dollars ($100.00) nor
more than Five Hundred Dollars ($500.00), or by im-
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prisonment in the county jail for not more than thirty
(30) days, or by both such fine and imprisonment.
Laws 1957, p. 161, § 3.

“§18. Debt pooling—Application of Act

“The provisions of this Act shall not apply to any retail
merchants’ trade association or a nonprofit association
formed for the purpose of collecting accounts and ex-
changing credit information. Laws 1957, p. 161, { 4.”

[fol. 213b]
DerFENDANT'S ExHIBIT A

(Letterhead of Credit Advisors, Wichita, Kansas)

Gentlemen:

We are in Wichita to offer financial budgeting and manage-
ment service to those who feel the need for such assistance.

Credit Advisors does not function as a lending or collection
agency. What we do is to set up a budget for the debtor
after having determined, with his assistance, what he rea-
sonably needs for monthly living expenses. The remainder
of his income is directed to us to pay his creditors, pay-
ments being made in terms of previous arrangements,
wherever possible.

If the client-debtor is late with his payment to us we
contact him by phone and letter urging him to meet his
obligations. This relieves some of the burden from your
own collection departments. We hasten to add that we do
not expect to intervene in any rights you possess to protect
your security of financial interest. We function merely
as a helping hand. If we are not paying you promptly
then you may be sure that the debtor is not paying us and
we do not intend to operate as a shield for him without
good cause. All we ask is that you contact us with questions
concerning payment or other matters so long as you are
being paid regularly.



116

By way of other information on our business we should
like to state that our employees are bonded by the Mary-
land Casualty Company. Funds paid into us are, wherever
possible, redistributed the same day by check. We have
an office in Omaha and have done business with all of the
banks, loan and collection companies as well as most of
the merchandise houses. We are also connected by ties of
ethics with Credit Advisors of Detroit, Chicago and Gary.

Please feel fee to call us at any time concerning any ques-
tions you might have.

Very truly yours,

Credit Advisors
.................... , Manager
GO/rlm

[fol. 213¢]
DerExDANT’S ExuIBIT B

(Letterhead of Credit Advisors, Wichita, Kansas)

We the undersigned do hereby request that you accept
the terms set forth herein by Credit Advisors Company
so that we can resolve our financial affairs.

A review of our indebtedness indicates that we may make
a distribution to all our creditors by
your part being $

Your cooperation in participating in this arrangement will
be appreciated. This will enable all of our creditors to
receive their share of our income monthly until such time
as our indebtedness may be refinanced or liquidated.
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If this arrangement is unsatisfactory, please contact
Credit Advisors,

N6 L 5 <1 RS

(Clip here and return lower section)

Our present balance ....co.coeeeeee.
Our records have been posted ...
CA #Hoe Confirmed by

[fol. 213d]
DerENDANT’s ExaIBIT C

(Letterhead of Credit Advisors, Wichita, Kansas)

In response to your request for information we will
explain as briefly as possible the type of service we offer.

We are not a loan company, but we do have a new and
successful plan of consolidating debts into one payment
per payday. This method has all the advantages of a con-
solidation loan but you do not pay high rates of interest
nor do you need to mortgage property or have co-signers.

All of your bills are combined so that you have just one
place to pay. We then budget your income with you and
arrange a payment plan with the people you owe at a pay-
ment you can afford. You make only one payment—to
this office. We re-budget this money and promptly send it
out to your creditors in such a way as to keep them satisfied.

A complete listing of all the creditors, addresses and
amounts due must be given us so that we may contact them
and inform them that we will be acting as your represen-
tative and that they will receive all payments from us and
to contact us in the future.
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If there are no judgments or repossessions pending we
are able to perform this service for as low as:

You May Pay

If You Owe: As Little As:
$1000 $15.00 per week
$2000 $25.00 per week
$3000 $35.00 per week

May we point out some of the advantages of our service
if we receive REGULAR payments from you:

1. You have only one payment to make. We pay all
creditors by check, thus saving you much time, postage
and effort and giving a perfect record of all payments.

2. Your credit improves with regular payments.

3. Regular payments avoid garnishments and wage as-
signments.

4. Most important—You have peace of mind.

Enclosed is one of our forms for you to fill out if you
feel we could be of any help. No obligation is incurred by
coming in to see what we can do. Our service is confidential.

RememBER: You Cannxor Borrow Your Way Our oF
DEgT.

Very truly yours,

CrEDIT ADVISORS
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NOTa:

r

FLil4 CIAL STATIMEX

PP

LIST 3:L07 ALL OUTSTALDILG 3ILLS,
THIS OFFICE CAwnOT JE RiSPO.:SI3LE rOR AsY CRISSIOMS.

CREDITCRS

TOTAL  [0.THLY | ACCOUNT | LauT

GJED  (PaYiwuT| ateidan | PALD ADDRSSS”

[fol. 213ee]

THI3 I5 4 COWPLETS LIST OF kY CauDITORS 4D I (4) D0 .OT O
OThiEH DE3TS OR JUDGLME-TS, dOR aw I (L3) LUSOLVINT OR BAKKAUPT.
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[fol. 213f]
Derexpant’s Exmmsir E
CrEDIT ADVISORS
Date
AGREEMENT:

I (we) hereby employ the Credit Advisors to act as my
(our) agent in arranging and making monthly payments
to my (our) creditors who are listed in my application.
I (we) hereby agree to cooperate with Credit Advisors
Company in every respect, in the payment of these obli-
gations, and to furnish the Credit Advisors Company with
a complete and accurate list of all my (our) creditors, with
addresses and amounts owing each creditor, together with
the original and present status of each account.

I (we) hereby agree to pay to the Credit Advisors Company
the sum of $............ per week (month) on
until the sum of $......... which is the total principal
amount of my present indebtedness including the charges
of the Credit Advisors has been paid. Any amount paid
as interest to finance companies or others will be in addition
to the above amount stated as total indebtedness.

I (we) hereby agree to pay to the Credit Advisors Company
the sum of $........_._ as compensation for their services
in acting as my (our) agent herein mentioned above. This
contract is for one year, renewable at the option of the
debtor.

In the event that I (we) default in my (our) payments,
the Credit Advisors can at any time declare this contract
terminated. Should this contract be terminated by me (us)
at any time or the Credit Advisors, I (we) hereby agree
to pay the Credit Advisors the amount of $25.00. This
amount shall become due and payable to the Credit Advisors
at their option, upon the notice of cancellation being sent
to me at my last known address.

It is distinetly understood by me (us) that the services
to be rendered to me (us) by the Credit Advisors is for
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the purpose of enabling me (us) to pay off our creditors
and that I (we) further understand that the Credit Ad-
visors does not render any legal opinions or give any legal
advice nor act as my (our) attorney in any manner or
capacity whatsoever.

Signed in the presence of: Name .

bredit Advisors

Contract—Note Number ...............

[fol. 213g]
DrrenNpanT’s ExHIisiTr F
PowgER oF ATTORNEY
| I .y Of
County, ................................ do hereby appomt make and

constitute the Credit Adv1sors, of
and its duly designated and appomted ofﬁcers and em-
ployees, my true and lawful attorney in fact and to act
for and on my behalf in the following manner:

1.

Use so much of the funds as may be found necessary and
is agreed upon and set forth in the budget prepared for
me by Credit Advisors for the purposes set forth in said
budget and contract.

2.

I agree to hold Credit Advisors, its officers and employees
harmless for any act performed on my behalf pursuant to
this Power of Attorney, and any instrument executed to
carry out the intent hereof, and I hereby ratify all and
any acts performed on my behalf pursuant hereto.
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3.

It is understood and agreed that the appointment of Credit
Advisors, its officers and employees my true and lawful
attorney in fact in no way relieves me of any obligation
to pay or meet any obligations now due or hereafter be-
coming due or incurred by me, nor does the acceptance of
such Power of Attorney by Credit Advisors, bind it or its
officers or employees to pay any of my obligations or be-
come security or guarantor or grantor thereof.

Accepted by Credit Advisors, this ............ day of .o
................ 1960.

CREDPIT ADVISORS

By:

[fol. 213h]
DereEnbant’s Exmisir G

“Missouri Debt Pooler a Bankrupt”

DeForest Bush who was in the debt pooling business
and hence a self-proclaimed expert at paying other people’s
bills couldn’t pay $188,229 worth of his own bills.

A St. Louisan, Mr. Bush is a veteran of the “budget
plan” type of debt service. Persons who are badly in debt
can arrange for such a debt pooling service to take over in
[fol. 213i] dealing with creditors. The debt adjustor ar-
ranges for a plan of payment—using the customer’s money,
of course—and charges him a fee for arranging the peace
pact with his creditors.

In a voluntary petition in bankruptey filed Thursday in
Federal Court Mr. Bush said he had liabilities of $188,229.

And he listed assets of $452. Of this, $375, the valuation
of his household goods, is exempt from use in meeting
claims. So the assets for meeting the bills were given as
$27 in the bank and $50 in accounts receivable.
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Mr. Bush listed himself as debt adjustor with offices at
315 North Seventh St. and gave his home address as 4407
O’Neill Ave,, Normandy. He said he had been in business
for 21 years.

In 1959 he lost $24,143 on his operations, the petition said,
and in 1960 his profit was $1474. It is noted that in 1955
he was doing business in Missouri, Texas, (feorgia, West
Virginia, Alabama, Indiana and Washington, D. C.

[fol. 213j]

DerexpanT’s ExmIiBiT H

No. B-6975 10 Feb. 1961.
Frank C. Skrupa vs. Gordon Oliver

Tae Courr:

In this case, as I understand it, the defendant was em-
ployed by the plaintiff and received training to the extent
of a couple of months in Omaha, then was brought to
Wichita, wherein a branch office, or another office, was
opened by the plaintiff; that for some 8 months or so
he worked there as manager of the office in Wichita, and
then his employment was terminated. That after he had
worked a couple of weeks in Omaha, he entered into a
contract marked Plaintiff’s Exhibit 1 in this case. He was
trained from that of a person having worked in safety
up in the position to manage the type of business that the
plaintiff maintains in Wichita.

There is no evidence before this Court that the plaintiff
has been damaged in any way by the defendant going
to work for someone who is in a similar type of business.
As a matter of fact, the evidence shows, in my opinion, that
the plaintiff has not received any damages. There is no
testimony here to show, and as a matter of fact to the
contrary, that any of the plaintiff’s clients as they refer
to them, were taken by the defendant to his new employer.
As a matter of fact, as I interpret the testimony he would
have no reason, or could not attempt to take them because
the agreement was already made between the socalled
clients and the plaintiff.
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[fol. 213k] I see no trade secrets involved here. I was
trying to elicit it from the witnesses this morning wherein
he obtained information that would be, by the use of it,
would be detrimental to that of the plaintiff.

This is not the type of case of personal contact such
as your route man that we have had cases here in Wichita
where I have restrained route men from going back into
the same area, and not restrained them from working for
competitive company in a different area, as long as they
did not interfere in the routes where they had been em-
ployed. '

Injunction is an extraordinary remedy; it is to be brought
only on rare occasions wherein the damages are irreparable.
In addition to that, I am of the opinion that the plaintiff’s
business as conducted here in Wichita smacks of unauthor-
ized practice of law, and for these reasons the demurrer
to the evidence will be sustained.

* %

The court is of the opinion, Mr. Mc Rae that when a
person comes into this court asking for equitable relief
in the form of an injunction that they must come into this
court with clean hands. Therefore, I am of the opinion that
this plaintiff’s conduct of business in the city of Wichita
is bordering on the unlawful practice of law and he is not
entitled to come into this community and practice law.
That is merely an additional reason, other than the two that
[fol. 2131] I have mentioned. This court is vitally inter-
ested, not only as a judge, but as President of this bar
association that we not have unauthorized practice of law
in the city of Wichita or any place else in the state, and
I think that is part of the responsibility of the courts and
judges thereof.

* 3 %k

Eliminating that phase of it and going strictly to the
pleadings and the testimony other than that with reference
to possibly the unauthorized practice of law as I stated in
my first two reasons, there were no trade secrets involved
here that have been presented to this court. There was no
loss by the plaintiff according to the testimony here, that
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the defendant was not such that either his personal con-
tacts with the plaintiff’s clients as he referred to them, in
a position to take them away from the plaintiff. I see
from the evidence before me there has been no damage
done to the plaintiff.

* ¥

I don’t see any testimony before this court wherein I can
see that the plaintiff would ever be injured, from the testi-
mony before this court.

[fol. 214] [File endorsement omitted]

In THE UnIiTED STATES DIistrict CoOURT
For TaE DistrRIicT oF KaNsaS
Civil Action No. W-2434

Frank C. Skrura, d/b/a CreEpit Apvisors, Plaintiff,
Vvs.

Kerre SanBorN, County Attorney, for the County of Sedg-
wick, State of Kansas, and WirLiam M. Fercuson, At-
torney General for the State of Kansas, Defendants.

Finpings or Facr, ConcrLusioNs oF Law aNp OpiNION—
Filed November 27, 1961

This is an action to enjoin the enforcement, operation
and execution of a statute of the State of Kansas, known
as Senate Bill 366, passed by the 1961 Session of the Kan-
sas Legislature. The grounds on which the action is predi-
cated are that the act is void because it violates and
infringes plaintiff’s rights guaranteed by the due process
clause of the Fourteenth Amendment to the United States
Constitution.

The action being one to enjoin the enforcement of a state
statute, a Three-Judge Court was convened. The cause
came on regularly for hearing at Topeka, Kansas, on the
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17th day of August, 1961, plaintiff being present by his
attorneys, Lawrence Weigand, Don Bell and Ernest McRae,
and the defendants being present by their attorneys.
Charles Hanson, Assistant Attorney General; Keith San-
born, County Attorney, Sedgwick County; William Tomil-
son, Assistant County Attorney, Sedgwick County; Arty
Vaughn, Assistant County Attorney, Sedgwick County; and
Wayne Coulson. At the conclusion of the hearing, the case
was taken under advisement. Briefs were requested. These
have been considered by the court. The court finds these
facts.

[fol. 215] Findings of Fact

Plaintiff operates a business known as “Credit Advisors”
with offices in Omaha, Nebraska, and Wichita, Kansas.
The business consists of debt adjustment. In general, the
business may be defined as consisting of making arrange-
ments with persons in financial difficulties, by which, for a
fee, plaintiff undertakes to marshal all his client’s ereditors
and his assets and undertakes to effect an agreement by
which the debtor shall pay plaintiff a certain percent of
his earnings which are then paid, as agreed upon, to his
creditors. This sketchy deseription of plaintiff’s business
is sufficient to pinpoint the questions presented in this case.

The 1961 Act referred to above deals with debt adjust-
ment. Plaintiff’s business falls within the provisions of
the act. The act reads, as follows:

“Section 1. For the purpose of this act, ‘debt ad-
justing’ means the making of a contract, express, or
implied with a particular debtor whereby the debtor
agrees to pay a certain amount of money periodically
to the person engaged in the debt adjusting business
who shall for a consideration distribute the same among
certain specified creditors in accordance with a plan
agreed upon. Whoever engages in the business of debt
adjusting shall be guilty of a misdemeanor and upon
conviction thereof shall be punished by a fine of not
more than five hundred dollars ($500), or by impris-
onment in the county jail not exceeding six (6) months,
or by both such fine and imprisonment: Provided,
That the provisions of this act shall not apply to those
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[fol. 216] situations involving debt adjusting as herein de-
fined incurred incidentally in the lawful practice of law
in this state.”

Walter A. Huxman, United States Circuit Judge,
Retired; Delmas C. Hill, United States Circuit
Judge; Arthur J. Stanley, Jr., Chief Judge, United
States District Court.

Conclusions of Law

The court concludes, as a matter of law, that the act in
question is prohibitory and not regulatory; but even if
construed as regulatory, it is an unreasonable and unwar-
ranted regulation of a lawful business, and, therefore, con-
stitutes a violation of the rights of plaintiff as guaranteed
by the due process clause of the Fourteenth Amendment to
the Federal Constitution.

Walter A. Huxman, United States Circuit Judge,
Retired; Delmas C. Hill, United States Circuit
Judge; Arthur J. Stanley, Jr., Chief Judge, United
States District Court.

[fol. 217] Opinion

Debt adjustment is a business affected by a public in-
terest and because of its nature is subject to regulation by
a state under its police powers. State police powers are
broad and comprehensive and it is held, without exception,
that federal courts should be loath to interfere with the
exercise of such powers. But, on the other hand, we have
a clear duty and mandate to protect federal rights guar-
anteed by the Constitution, and this duty we must not
shirk.

The Attorney General has filed a motion to dismiss as
to him on the ground that he is not a proper party. There
are a number of state cases of a similar nature in which
the Attorney General was joined as a party defendant.
Apparently the propriety of joining him was not specifically

1 Gilbert v. W. R. Matthews, Co. Attorney, and John Anderson,
Atty. Gen., 352 P. 2d. 58.
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challenged. It seems to have been generally accepted that
he is a proper party defendant. The Attorney General of
Kansas is the general law enforcement officer of the state.
He supervises the activities of county attorneys. In proper
cases, he may direct them to enforce the laws of the state.
The motion to dismiss should be overruled.

The decision turns upon whether the act in question is
regulatory or prohibitory, and if regulatory, whether it
manifests a reasonable and necessary regulation of a busi-
ness which, although subject to police power, is nonetheless
a lawful business. A right to regulate does not carry with
it the right to adopt unreasonable or unfair regulations.®
Since there is no dispute in the principles of law which
must be applied, and since we are here concerned with
[fol. 218] the construction of the Kansas statute by appli-
cation of these principles, no useful purpose would be
served by citation and discussion of a number of decisions
construing somewhat similar statutes of other states, es-
pecially where such statutes differ in material respects
from the one under consideration here.

Kansas, in passing the act in question, apparently took
it almost verbatim from a similar Pennsylvania statute.
The wording of the two acts is almost identical. The Su-
perior Court of Pennsylvania in a well reasoned opinion
declared the Pennsylvania act unconstitutional. It held that
the Pennsylvania act was not regulatory but prohibitory.
It held that prohibiting engagement in a lawful business
was an abuse of the police power.* We are in full accord
with the reasoning and philosophy of the Pennsylvania
court.

Debt adjustment by its very nature may lend itself to
great abuses and because of this the state has power to
regulate it to the end that its citizens may not be over-
reached by unscrupulous persons. No doubt, the state can,
by proper regulations, set up standards and qualifications,
and even limit the business to certain classes of qualified

2 Gilbert v. W. R. Matthews, Co. Attorney, and John Anderson,
Atty. Gen., supra.

3 See Commonwealth v. Stone, 155 A. 2d. 453.
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persons. But such regulations must be founded on reason.
‘Whatever the state does must bear a reasonable relation
to what the state seeks to do—protect those in financial
distress from exploitation by unscrupulous and dishonest
operators.

A careful analysis of the act fails to show anything that
can be denominated regulatory. After defining debt adjust-
ment, the act states that anyone who “engages in the busi-
ness of debt adjustment shall be guilty * * * ” of an offense
and punished as defined in the act.

The only exception is that the “act shall not apply to
those situations involving debt adjusting as herein defined
[fol. 219] incurred incidentally in the lawful practice of
law in this state.” This, in our opinion, is not a regulation,
or if it is, it is an unreasonable regulation. To say that a
lawyer may adjust debts only as an incident to a case
which is otherwise before him, is most unreasonable. If
a lawyer, engaged in the regular practice of the law, con-
cluded there was a greater field for him in devoting all
his time to debt adjustment, rather than to the general
practice of law, he could not discontinue his general prac-
tice and devote his full time to debt adjustment. He could
not do so because he can adjust debts only as an incident
to his general law practice. We conclude, first, that the
act is prohibitory and not regulatory; and that it prohibits
anyone from engaging in the business of debt adjustment.
But even if the exception is considered as regulatory, it is
an unreasonable regulation of a lawful business. We know
of no statute aside from the Pennsylvania statute which has
gone that far.

Our attention is called to the case of American Budget
Corp. v. Furman, 170 A. 2d 63, in which the New Jersey
Superior Court reached a conclusion contrary to that of
the Pennsylvania Court and held a somewhat similar act
constitutional. No useful purpose would be served by a
detailed analysis of the Furman case. It is sufficient to say
that it differed in many particulars from the Pennsylvania
case and from the act we have before us here. We adopt
the reasoning of the Pennsylvania case, Commonwealth v.
Stone, supra.
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Our attention has also been called to the case of William-
son v. Lee Optical Company, 348 U.S. 483, in which the
Supreme Court held constitutional a rather drastic act by
the Oklahoma legislature regulating the business of fitting
and selling glasses as a valid exercise of the police power.
But that act did not outlaw the business of fitting lenses
to a face or duplicating or replacing, into frames, lenses
[fol. 220] or other optical appliances. The attack on the
statute was that it was unlawfully discriminatory in its
provisions as to who could engage in such business or the
conditions under which the business could be carried on.
Under the Kansas statute, no one can engage in debt ad-
justment as a business. Debt adjustment, though recog-
nized as a lawful business, is declared unlawful.

Judgment will be entered denying the motion of the de-
fendant, Attorney General, to be dismissed from the case.
A further judgment will be entered permanently enjoining
the enforcement of the act against plaintiff.

Walter A. Huxman, United States Circuit Judge,
Retired; Delmas C. Hill, United States Circuit
Judge; Arthur J. Stanley, Jr., Chief Judge, United
States District Court.

[fol. 221]

Ixn taE UNiTED STATES District CoURT
For THE DIistRicT oF KaANSAs

No. W-2434

DissEnTing OPINION
Arthur J. Stanley, Jr., District Judge.

I cannot agree with the conclusion that the questioned
statute is unconstitutional.

That debt adjustment is a business affecting the public
interest is not questioned. It has been the subject of legis-
lation in many states. (See the summary of state statutes
appearing in the opinion in American Budget Corp. v.
Furman, 67 N.J. Super. 134, 170 A.2d 63.) Regulation of
the business, therefore, is a proper function of the state
in the exercise of its police power. I believe that the Act
under attack is an effort on the part of the legislature of
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Kansas to impose reasonable and necessary regulations on
a business affecting the financial stability of the citizens
of Kansas.

The Act provides in effect that debt adjustment as there-
in defined may be engaged in only by attorneys, and then
only when carried on “incidentally in the lawful practice
of law.” It is true that a lawyer who has abandoned his
general practice to devote his full time to debt adjustment
[fol. 2221 would be in violation of the statute. I feel sure
that this is exactly what the legislature intended.  An
attorney engaged in general practice, when consulted by a
client whose financial affairs had become involved, would,
quite naturally, explore all avenues open to his client. He
would inquire as to the possibility of defenses to the claims,
consider the applicability of exemption laws, explain the
advantages and disadvantages of bankruptcy, and might
or might not suggest the initiation of a debt adjustment
scheme. One admitted to the Bar but who had chosen to
become a debt adjuster and to limit himself to that one
narrow field would be likely to adopt a different approach
to the problem. He would not be expected to advise his
client to seek relief through another means than that in
which he specialized exclusively. (If he did, would he not
by so doing bring himself within the proviso so that he
would not then be barred by the statute?)

In arriving at a decision as to the necessity or reason-
ableness of the regulation, it is not essential that the court
agree with the methods adopted by the lawmakers, or that
it be concerned with the wisdom of the legislation. The
scope of the court’s inquiry should be limited to whether
any state of facts, known or reasonably to be assumed,
support the legislative judgment. American Budget Corp.
v. Furman, supra; Williamson v. Lee Optical Co., 348 U.S.
483.

I am more impressed by the reasoning of the Superior
Court of New Jersey in American Budget Corp. v. Furman,
supra, than by that of the Superior Court of Pennsylvania
in Commonwealth v. Stone, 191 Pa. Super. 117, 155 A.2d
453. The Pennsylvania court leans heavily on Adams v.
Tanner, 244 U.S. 590. As the New Jersey court points out,
quoting Staten Island Loaders, Inc. v. Waterfront Com-
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mission, 117 F.Supp. 308 (D.C. S.D.N.Y. 1953), “ * * * the
U. 8. Supreme Court has withdrawn from this extreme
[fol. 223] view of the Fourteenth Amendment ‘* * * and
has made it increasingly clear that it is not for the judi-
ciary to decide whether the legislature has chosen the best
remedy to meet an evil * * *”

I would hold that the Kansas Act is not invalid as in
violation of the Fourteenth Amendment and could deny the
injunection.

Arthur J. Stanley, Jr., District Judge.

[fol. 224] [File endorsement omitted]

In tHE UNITED STATES DistrRIicT COURT
For taE DI1stRicT oF KaNsas
Civil Action No. W-2434

Fraxk C. Skrupa, d/b/a Credit Advisors, Plaintiff,
vS.

Keira SansorN, County Attorney for the County of Sedg-
wick, State of Kansas, and WizLiam M. Fercusow, At-
torney General for the State of Kansas, Defendants,

WiLsur D. GEEDING, et al., Amici Curiae.

JOURNAL ENTRY OF JUDGMENT, PERMANENT INJUNCTION,
AND RELEASE oF Bonp—F'iled January 8, 1962

This matter came on for trial on August 17, 1961, before
a duly constituted three judge court consisting of Walter A.
Huxman, United States Circuit Judge, retired, Delmas C.
Hill, then United States District Judge and now United
States Circuit Judge, and Arthur J. Stanley, Jr., United
States District Judge, now Chief Judge, United States Dis-
trict Court for the District of Kansas; the plaintiff being
present and represented by his attorneys Lawrence Wei-
gand, Donald A. Bell, and Ernest McRae; the defendant
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Keith Sanborn, County Attorney of Sedgwick County, Kan-
sas, being present in person and appearing in his own
behalf and also represented by Artie Vaughn, Assistant
County Attorney and William Tomlinson, Assistant Coun-
ty Attorney; the defendant William M. Ferguson, Attor-
ney General for the State of Kansas, being represented
by Charles Henson, Jr., Assistant Attorney General; and
Wilbur D. Geeding, et al., comprising unauthorized prac-
tice of law committee of Wichita Bar Association, rep-
resented by their Attorney, Wayne Coulson.

(fol. 225] Thereupon, the application of Wilbur D. Geed-
ing, et al. to intervene was considered by the Court, and
after hearing the arguments of counsel and being duly
advised in the premises, the Court found that Wilbur D.
Geeding, et al.,, comprising unauthorized practice of law
committee of the Wichita Bar Association should be al-
lowed to participate in this hearing as an Amici Curiae.

Thereupon, evidence was produced, and the Court took
the matter under advisement with all parties to submit
briefs in support of their position.

Now on this 27 day of November, 1961, after considera-
tion of all the evidence and the briefs of counsel, Court
finds that as a matter of law, Senate Bill No. 366, passed
by the 1961 Session of the Kansas Legislature constitutes
a violation of the rights of plaintiff as guaranteed by the
Due Process clause of the Fourteenth Amendment to the
federal constitution; and that judgment should be entered
permanently enjoining the enforcement of said act against
the plaintiff. The Court further finds that the motion of
the defendant, Attorney General, to be dismissed from the
case should be overruled.

It Is Therefore by the Court Considered, Ordered, Ad-
judged and Decreed That the motion of the defendant,
William M. Ferguson, Attorney General for the State of
Kansas, to be dismissed from this action is hereby over-
ruled.

It Is Further by the Court Considered, Ordered, Ad-
judged and Decreed That the defendants, Keith Sanborn,
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County Attorney of Sedgwick County, Kansas and William
Ferguson, Attorney General of the State of Kansas, and
their agents, associates, assistants, and all persons acting
in their behalf be and are hereby enjoined permanently
from filing any complaint against the plaintiff, his agents,
servants, or employees for alleged violation of Senate Bill
366, Chapter 190, 1961 Kansas Session Laws or prosecut-
[fol. 226] ing any acts for violation of same by said plain-
tiff, his agents, servants, or employees or in any way at-
tempting to enforce any of the provisions of said Senate
Bill against said plaintiff, his agents, servants, or em-
ployees.

It Is Further by the Court Considered, Ordered, Ad-
judged and Decreed That the bond in the amount of $2500.00
posted by the plaintiff as security for restraining order
and filed in this Court on the 30th day of June, 1961, is
hereby released in its entirety; and the plaintiff and his
surety thereon are fully released from any and all obliga-
tions contained in said bond.

Walter A. Huxman, United States Circuit Judge,
Retired; Delmas C. Hill, United States Circuit
Judge; Arthur J. Stanley, Jr., Chief Judge,
United States District Court.

Approved:

Ernest McRae, Weigand Curfman Brainerd Harris &
Kaufman, By Laurence Weigand.

Keith Sanborn, County Attorney, Sedgwick Counfy,
Kansas, Defendant, By William 1. Tomlinson.

William M. Ferguson, Attorney General for the State
of Kansas, By Charles N. Henson.

Wilbur D. Geeding, et al., on behalf of unauthorized
practice of law committee of the Wichita Bar Association,
Amici Curiae, By Wayne Coulson.
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Ix trE UniTED STATES DistrRiIcT COURT
For THE DistricT oF KaNsas

Civil Action Number W-2434

Fraxnk C. Scrupa, d/b/a Crepit Apvisors, Plaintiff,
vs.

Keire SansorN, County Attorney, for the County of
Sedgwick, State of Kansas, and WmLiam M. FERGUSON,
Attorney General for the State of Kansas, Defendant.

Notice oF ArpEAL TO THE SUPREME COURT OF THE
Unxitep StatEs—Filed January 26, 1962

I. Notice is hereby given that Keith Sanborn, County At-
torney for the County of Sedgwick, State of Kansas, and
William M. Ferguson, Attorney General for the State of
Kansas, the defendant’s above named, hereby appeal to
the Supreme Court, of the United States from the final
judgment permanently enjoining the enforcement of Sen-
ate Bill (366), passed by the 1961 Session of the Kansas
Legislature, entered in this action on November 27th, 1961.

This appeal is taken pursuant to 28 U.S.C.A. §1253.

II. The Clerk will please prepare a transcript of the
record in this cause, for transmission to the Clerk of the
Supreme Court of the United States and include in the said
transcript the following :

1. Complaint of Plaintiff.
2. Temporary Restraining Order, Hill, C. J.

3. Order, Judges Huxman, Hill and Stanley to constitute
a three Judge Court.

4. Motion of Defendant, William F. Ferguson, Attor-
[fol. 228] ney General of Kansas to dismiss.
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11.

12.
13.

14.

15.

IIT.
peal:
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. Reporters transeript of proceedings had on June

28th, 1961, hearing on application for restraining
order.

. Application to intervene, Wilbur D. Geeding, Wichita

Bar Association Committee on unauthorized prac-
tice of law.

Answer of defendant, William F. Ferguson, Attor-
ney General for the State of Kansas.

Answer of defendant, Keith Sanborn, County At-
torney, for Sedgwick County, Kansas.

All briefs of plaintiff, defendant’s and intervening
defendant’s and Amici Curiae.

Reporters transeript of proceedings had on August
17th, 1961, Topeka, Kansas.

Findings of fact and conclusions of law and opinions
Huxman, Hill, Judges.

Dissenting opinion of Judge Stanley.

Journal Entry of Judgment, Permanent Injunction
and Release of Bond.

All exhibits introduced by both plaintiff and defen-
dant.

Notice of appeal and Service thereof.

The following questions are presented by this ap-

The Act (Senate Bill 366) in question is not pro-
hibitory but regulatory, and in either case the action
of the Kansas Legislature is not so unreasonable,
arbitrary, capricious and unrelated to any valid ob-
jective as to fall under the constitutional interdiec-
tions relied upon by the plaintiff?

The Act in question is not violative of Article I, Sec-
[fol. 229] tion 10 of the Constitution and of Amend-
ment Fourteen, Section I as depriving plaintiff of
property without due process of law, denying the



138

equal protection of the laws and as impairing the
obligations of existing contracts.

C. The Court erroneously overruled the legislative judg-
ment in regulating the commercial pursuit known as
“debt adjusting” when the subject is comprehended
in the police power of the State, and debatable ques-
tions as to reasonableness are not for the Court but
for the Legislature which is entitled to form its
own judgment?

D. The United States Distriet Court for the District
of Kansas erred in declaring unconstitutional Senate
Bill 366 which codified and clarified existing power
of the Supreme Court of the State of Kansas, the
statute is merely in aid of and does not supercede
or detract from authority of the judicial department
to control the practice of law. By judicial act the
Supreme Court of the State of Kansas, as long ago
as 1935, declared the business, so-called, of debt-
adjusting, both at that time and later with respect
to this same defendant, prior to the passage of the
statute about which complaint is made, the District
Court of Sedgwick County, Kansas declared this to
be the unauthorized practice of law and the statute
[fol. 230] merely gives an additional remedy to the
inherent authority vested in the Court to govern
persons who would be practitioners of the law and
declared the public policy as expressed by the legis-
lature of the State of Kansas, to be that a criminal
sanction would attach to this unauthorized practice
of law.

E. The plaintiff has no legal right to engage in the “debt
adjusting” business which is prohibited by the stat-
ute and that, therefore, the statute could not have
deprived plaintiff of any property rights of any
kind or character, or of any of his personal rights.

F. The Legislature had the right to determine that,
whether or not this was the practice of law it
required for the protection of its citizens the giving
of advice, which the plaintiff does not, or claims it
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does not, give, and was a lawful exercise of the police
powers of the State of Kansas, and the Constitutional
provisions relied upon by plaintiff must yield to the
legitimate police power of the State of Kansas.

G. The Court erred in overruling the motion of the de-
fendant, Attorney General of the State of Kansas,
to dismiss the action as to him because he was not a
proper party defendant.

Keith Sanborn, County Attorney

[fol.231] Proof of Service (omitted in printing).

[fol. 233]
[File endorsement omitted]

Ix taE UNIiTED STATES DI1sTRICT COURT

For tHE DisTrIOT OF KANSAS
[Title omitted]

Orper ExTeENDING T1ME WIiTHIN WHICH TO
Docker ArpEArL—March 23, 1962

Now, on this 23rd day of March, 1962, upon the timely
application and motion of the defendants, and upon good
cause being shown, it is ordered that the time for the
defendants-appellants to docket the case on appeal in the
Supreme Court of the United States, be extended pursuant
to Rule 13, Rules of the Supreme Court of the United
States, to and including April 23, 1962.

Delmas C. Hill, Judge.

Approved: Keith Sanborn, County Attorney for Sedg-

wick County, Kansas, By: Melvin M. Gradert, Deputy
County Attorney.

Certificate of service (omitted in printing).
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Ix TaE UNITED STATES DI1sTrICT COURT

For TaE DIstrIiCcT OF KANSAS
[Title omitted]

Orper ExTENDING T1iME WiTHIN WHICH TO
Docker AppEAL—April 23, 1962

Now, on this 23rd day of April, 1962, upon the timely
application and motion of the defendants, and upon good
cause being shown it is ordered that the time for the defen-
dants-appellants to docket the case on appeal in the Su-
preme Court of the United States, be extended pursuant to
Rule 13, Rule of Supreme Court of the United States, to
and including May 7, 1962.

Delmas C. Hill, United States Circuit Judge.

Approved: Keith Sanborn, County Attorney, By Melvin
M. Gradert, Deputy County Attorney.

Certificate of service (omitted in printing).

[fol. 239] Clerk’s certificate (omitted in printing).
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[File endorsement omitted]
Ix TEE UNITED STATES DisTRIcT COURT

For taE DisTRICT OF KANSAS
[Title omitted]
OgrpER To TrRANSMIT ORIGINAL EEXHIBITS TO SUPREME

Court PENDING APPEAL—Mareh 1, 1962

Now, on this 1st day of March, 1962, for good cause
shown, it is by the Court

Ordered that the original exhibits admitted in evidence
in the trial of the above action be transmitted in lieu of
copies thereof to the United States Supreme Court.

Arthur J. Stanley, Jr., Judge.

[fol. 245] Clerk’s certificate (omitted in printing).
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[fol. 246]
SurreME CoUrT oF THE UNITED STATES

No. 111—Oectober Term, 1962

WiLLiam M. FrreusoN, Attorney General for the State of
Kansas, et al., Appellants,

vS.
Frank C. SKrUPA, d/b/a Credit Advisors.

Appeal from the United States District Court for the
District of Kansas.

Orper NoTiNg ProBABLE J urispicTioN—October 8, 1960

The statement of jurisdiction in this case having been
submitted and considered by the Court, probable jurisdie-
tion is noted and the case is transferred to the summary
calendar.

Mr. Justice Goldberg took no part in the consideration
or decision of this case.



