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A Local Law to amend the administrative code of the city of New York, in relation to requiring notices relating to the rights of mobile phone consumers.
I.
INTRODUCTION
On Thursday, April 17, 2008, the Committee on Consumer Affairs, chaired by Council Member Leroy G. Comrie, Jr., will conduct its first hearing on Introductory Bill No. 483 of 2006 (“Intro. 483”), a Local Law to amend the administrative code of the city of New York, in relation to requiring notices relating to the rights of mobile phone customers.  Those invited to testify at today’s hearing include representatives from the New York City Department of Consumer Affairs, the Federal Communications Commission, regulatory bodies, major cell phone service providers, and other interested parties.
II.
BACKGROUND

Cellular phones are ubiquitous throughout New York.  Beyond just facilitating business interactions and social communication, cell phones provide a sense of security, especially for parents and senior citizens. As ever more cellular phones have ability to access the internet and email, display photos and movies, and send and receive text messages, their popularity continues to grow to such an extent that, by the end of 2007, 13.6 percent of American households no longer even used a landline.
 The number of subscribers of cellular phone services is now 255.4 million, accounting for approximately 84 percent of the population.
 The mobile phone market has an equally firm grip in New York City, where nearly 70 percent of the population subscribes to a wireless telephone service.
 

The huge popularity of cell phones creates a myriad of options for consumers seeking to purchase phones and services in New York City. A 2005 report issued by the office of the New York City Public Advocate Betsy Gotbaum identified six different methods for acquiring a cellular phone in the City, including visiting a store operated by the actual wireless service provider; visiting an authorized retailer; ordering from a wireless service provider’s website, ordering from an authorized online retailer; purchasing from a general electronics retailer; or ordering over the phone with an existing service provider.
  Despite cellular phones’ obvious popularity, the wireless telecommunications industry is not without its detractors. In 2007, for example, the Better Business Bureau ranked complaints against the telecommunications industry among the top ten complaint categories.
 At a 2006 hearing with the New York State Assembly on the wireless telephone industry, the Consumer Protection Board testified that approximately two-thirds of their consumer complaints from cellular phone users concerned billing or rate issues.
 Similarly, the AARP Public Policy Institute revealed in 2006 that more than half of the complaints filed against wireless telecommunications companies the previous year were billing and rate-related.
 Specifically, customers were encountering rates and fees that were higher than they had expected, and additional fees that they were unaware of when they first initiated service with the company.
 The Better Business Bureau has received similar complaints, highlighting the fact a third of customers believe they are being intentionally deceived and that miscommunications were very common among store sales agents.
 This pattern of complaints has not subsided according to the Federal Communications Commission, who reported in 2008 that billing and rates issues were among the top complaints from wireless customers in the first two quarters of 2007.
 The 2005 report from the Public Advocate’s office also noted that authorized cellular phone dealers often impose their own early termination fees, adding up to $400 to a carrier’s existing early termination fees.

The City Council and the Committee on Consumer Affairs take seriously their mandate to enact legislation to protect consumers from confusing or potentially deceptive trade practices in all industries.  Based on the widespread popularity of wireless phones among New Yorkers of every demographic profile, ensuring ease and transparency in cellular phone sales transactions benefits all of New York City’s residents.  
III. 
PROPOSED INTRO. 483


Proposed Intro. 483 would amend the Administrative Code by adding a new subchapter to Chapter 5 of Title 20 regarding required disclosures by stores that sell wireless phones.  Section 20-810 would define relevant terms, distinguishing between an “authorized dealership,” which is not owned or managed by a specific wireless service provider and offers a variety of wireless plans and phones, and “wireless provider store,” which is managed by a specific wireless provider and only sells its own products.   A “wireless store” is a catch-all phrase for all establishments that sell products and services related to wireless phones.  “Store specific fees” are those charges imposed by a particular wireless store in addition to fees or costs charged by a wireless provider.  


Section 20-811 would require that every wireless store post a notice stating whether: (i) it is an authorized dealership or a wireless provider store; (ii) it charges any store specific fees and if so, the amounts and terms of such fees.  Additionally, the posting will alert customers of: (i) any corporate discounts that may be available (ii) their right to change wireless service providers within the same local area and retain the same phone number;  and (iii)  additional government taxes, fees, and surcharges that may increase their monthly phone bill beyond the amount quoted by the store.  


The final section of the proposed bill would impose civil liabilities on those found in violation of the bill’s provisions; noting, however, that no more than one violation of may be issued to a wireless store per day.  
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..Title

A Local Law to amend the administrative code of the city of New York, in relation to requiring notices relating to the rights of mobile phone consumers. 

..Body

 

Be it enacted by the Council as follows:
 

Section 1.  Chapter 5 of title 20 of the administrative code of the city of New York is amended by adding a new subchapter 16, to read as follows:

Subchapter 16

Disclosure of Information in Wireless Stores 

§20-810  Definitions.

§20-811  Display of Consumer Information.

§20-812  Violations.
 

§20-810  Definitions.  For purposes of this subchapter, the following definitions shall apply:

(a) “authorized dealership” means any wireless store that is not owned, leased, or managed by a specific wireless service provider, and offers for sale, lease or rental, the wireless services of one or more wireless service provider; 

(b) “mobile telephone” means a cellular, analog, wireless, digital or other similar telephone or communications device, that can be used to access a two-way real time voice telecommunications service that is interconnected to a public switched telephone network and is provided by a commercial mobile radio service, as such term is defined by section 20.3 of title 47 of the code of federal regulations;

(c) “wireless service provider” shall mean any company, co-partnership, firm, association, corporation or other like organization that provides a commercial mobile radio service as such term is defined by section 20.3 of title 47 of the code of federal regulations;

(d) “wireless service provider store” shall mean any wireless store that is owned, leased, or managed by a specific wireless service provider and offers wireless services only of such wireless service provider;

(e) “wireless store” shall mean any establishment which offers for sale and sells products or services related to commercial mobile radio services, as such term is defined by section 20.3 of title 47 of the code of federal regulations; and,

(f) “wireless service” shall mean providing communication through radio frequency signals rather than through end-to-end wire communication and shall include cellular telephone services, personal communication services, or both.

(g)  “store-specific fees” shall mean any fees, charges or costs associated with the sale or lease of any wireless service that may be billed by a particular wireless store in addition to any fees, charges or costs charged by a wireless service provider.     
§20-811  Display of Consumer Information. Every wireless store shall conspicuously post a notice, in a form and manner to be provided by rule of the commissioner, containing, at a minimum, the following information:

(i) whether such wireless store is an authorized dealership or a wireless service provider store;

(ii) whether the wireless store charges any store-specific fees, including, but not limited to restocking and cancellation fees, and if the wireless store charges any store-specific fees, the amounts and terms of such fees; 

(iii) whether any corporate discounts are available and, if any such discounts are available, the amounts and terms of each such discount as well as the process to be followed in order to obtain such discount; and,


(iv) that individual wireless service customers have the right to change service providers within the same local area and still retain the same phone number, pursuant to section 251(b)(2) of title 47 the united states code and section 52.23 of title 47 of the code of federal regulations.


(v) that additional government taxes, fees and surcharges may cause a wireless customer’s monthly bill to exceed the rate quoted by the wireless store.                                                                                                                               
§20-812 Violations.  Any person who shall violate the provisions of this subchapter or the rules promulgated pursuant hereto, shall, upon conviction thereof, be liable for a civil penalty of not less than one hundred dollars nor more than two hundred-fifty dollars for the first offense and a penalty of not less than two hundred dollars nor more than five hundred dollars for each succeeding violation occurring within ninety days of the previous violation.  For the purposes of this section, no more than one violation of section 20-811 of this subchapter may be issued to the same wireless store on the same business day.                                                                                                                                     

§2. Effect of invalidity; severability.  If any section, subdivision, sentence, clause, phrase, or other portion of this local law is, for any reason, declared unconstitutional or invalid, in whole or in part, by any court of competent jurisdiction, such portion shall be deemed severable, and such unconstitutionality or invalidity shall not affect the validity of the remaining portions of this local law, which remaining portions shall continue in full force and effect.

§3.  This local law shall take effect one hundred twenty days after its enactment provided, however, that the commissioner shall take any actions necessary prior to such effective date for the implementation of this local law including, but not limited to, the adoption of any necessary rules.
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