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          1  COMMITTEE ON CONSUMER AFFAIRS

          2                 CHAIRPERSON COMRIE:  We would like to

          3  begin the Consumer Affairs Committee so that they

          4  can move right to Land Use, and the other committee

          5  meetings for today.

          6                 So, if anybody that is not part of

          7  Consumer Affairs agenda, can you please step

          8  outside?  Thank you very much, or step into the

          9  Committee Room, including council members.

         10                 Good morning everyone, welcome to the

         11  meeting of the Consumer Affairs Committee for August

         12  16th.

         13                 I am Leroy Comrie, Chair of the

         14  Committee.  This is our second meeting concerning

         15  Proposed Introductory Bill 290- A in relation to

         16  disclosure requirements for credit counseling

         17  agencies.

         18                 Before we proceed further, I would

         19  like to welcome my colleagues that are present,

         20  Council Member Jim Gennaro who proposed the bill,

         21  Council Member Oliver Koppell from the Bronx, and

         22  Council Member Charles Barron from Brooklyn.

         23                 The Federal Trade Commission has

         24  worked to expose and shut down deceptive credit

         25  counseling agencies that mislead consumers into
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          2  expensive consolidation programs when those

          3  consumers would actually be better off filing for

          4  bankruptcy.

          5                 After working with an unscrupulous

          6  credit counseling agency, consumers often take high

          7  interest loans against real estate interests to pay

          8  outstanding balances.

          9                 However, oftentimes, these consumers

         10  actually wind up deeper in debt, and worse, the

         11  lender will foreclose on their property and acquire

         12  the collateralized property, which is primarily

         13  their home.

         14                 The Bankruptcy Prevention and

         15  Consumer Protection Act of 2005 was the largest

         16  reform of the Bankruptcy Code since its 1978

         17  inception.  The Act requires among its many

         18  provisions that bankruptcy applicants get credit

         19  counseling from an approved, non- profit

         20  organization no more than six months before filing

         21  for insolvency protection.  Given the significance

         22  of the federal legislation, consumers have a serious

         23  interest in clearly understanding a credit

         24  counselors qualifications.

         25                 The Department of Justice reviews
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          2  credit counselor applications, approves the

          3  organizations, and monitors their operations.  To

          4  demonstrate federal qualification, an agency must

          5  meet strict personnel guidelines and "have a board

          6  of directors", the majority of whom may not benefit

          7  financially from the outcome of the City's

          8  counseling services.

          9                 Qualified credit counseling agencies

         10  are prohibited from disclosing client information,

         11  and counseling sessions must include "an evaluation

         12  of the clients personal financial situation, and a

         13  discussion of alternatives to bankruptcy".  These

         14  counselors are listed with the federal directory of

         15  authorized credit counseling providers.

         16                 Into. 290- A defines a "credit

         17  counselor" as any business offering the kind of

         18  credit counseling services that are required before

         19  someone may file for federal bankruptcy protection

         20  under the Bankruptcy Abuse Prevention and Consumer

         21  Protection Act of 2005.  The bill also defines an

         22  approved credit counselor as a credit counselor

         23  listed in the federal directory of authorized credit

         24  counseling providers.

         25                 Any business offering the services of

                                                            5

          1  COMMITTEE ON CONSUMER AFFAIRS

          2  a credit counselor but not listed in the federal

          3  directory, must give all clients a written notice

          4  stating, among other things, that the business is

          5  not an approved credit counselor.  The business must

          6  also provide the client with information on locating

          7  an approved counselor.

          8                 Additionally, any business that

          9  advertises in print, televised or radio media as

         10  offering the services of a credit counselor, but is

         11  not an approved counselor, must make that disclosure

         12  in its advertisements.

         13                 After finding that a business has

         14  violated any provision of this law, the Department

         15  of Consumer Affairs would be required to post the

         16  businesses name and the violation on its website for

         17  12 months.

         18                 I would again like to recognize

         19  Council Member Gennaro, the chair of the

         20  Environmental Protection Committee,

         21  a member of this Committee, and a lead sponsor of

         22  Intro. Bill 290- A.

         23                 Council Member Gennaro, would you

         24  like to make a statement before we proceed?

         25                 COUNCIL MEMBER GENNARO:  Thank you
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          2  Mr. Chairman.

          3                 I would, and of course I want to

          4  begin my statement with thanking you for being so

          5  effective and instrumental in moving this important

          6  bill along.

          7                 I am very, very grateful to you, and

          8  to the members of this Committee, and the Counsel to

          9  the Committee Tom Ferrugia, and Rob Newman, Jim

         10  Carras, and also the Bloomberg Administration who

         11  worked very diligently to make sure that we would

         12  get to this day.

         13                 I would like to thank you also, Mr.

         14  Chairman, for you comprehensive statement.  You

         15  really laid out what is at stake, and that people

         16  who are in debt, people who are desperate, and

         17  desperate to get out of debt, are very, very

         18  vulnerable, and as we have seen, they- what often

         19  happens is that they become victims to these

         20  unscrupulous, so- called, credit counselors who's

         21  sole mission is to extract from these desperate

         22  people the last bit of equity in their homes before

         23  they finally, ultimately, go bankrupt and so, I

         24  think, it was important that we do this, that we

         25  empower consumers, that we protect consumers, and

                                                            7

          1  COMMITTEE ON CONSUMER AFFAIRS

          2  that we regulate the business community as

          3  appropriate so that our most vulnerable citizens

          4  will not be taken advantage of.

          5                 So, I would like to thank all of the

          6  sponsors of the bill, and once again, thank you for

          7  moving this bill so quickly.

          8                 Thank you, Mr. Chairman.

          9                 CHAIRPERSON COMRIE:  Thank you.

         10                 Council Member Koppell has a

         11  statement.

         12                 COUNCIL MEMBER KOPPELL:  Yes, let me

         13  say I have some experience with credit counseling

         14  agencies, and I would want to second what you said,

         15  Mr. Chairman, about how many of these agencies have

         16  taken advantage of consumers, and in many instances

         17  recommended that they not get into bankruptcy when

         18  bankruptcy is in fact, the appropriate option.

         19                 I apologize for raising an issue so

         20  late because I think the general purpose of the bill

         21  is good, and I am going to vote for it.  The thing

         22  that does not seem to be discussed here is that I

         23  believe that under New York State law these credit

         24  counselors need to be licensed, and I know that some

         25  credit counseling agencies have been operating in
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          2  New York without a license.  Some of them take the

          3  position that since they are out of state

          4  businesses, they do not have to be licensed even

          5  though they advertise and get customers by telephone

          6  in New York, and I was wondering whether- what ought

          7  to be looked at by counsel here is whether the issue

          8  of state licensing ought to be dealt with.  I mean,

          9  if they are going to give out a notice saying that

         10  they are not eligible under federal law to offer

         11  credit counseling services as contemplated by the

         12  Bankruptcy Act, which is what the bill does, and

         13  that is fine.  Maybe if they are not licensed under

         14  state law, maybe that also ought to be in the

         15  notice.

         16                 It is something that ought to be

         17  looked at, and I apologize.  I know I asked Mr.

         18  Newman for a copy of the bill about a week ago, and

         19  I did not get back to him, and he did not get back

         20  to me.  But, I think it is something to look at

         21  because if I am not mistaken, there is this

         22  licensing requirement, and many of these outfits are

         23  not properly licensed, and maybe if they are not

         24  properly licensed, that ought to be revealed also.

         25  It is something that you should look at, even today,
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          2  before you move ahead on it.

          3                 But I am going to vote for the bill

          4  because it is a good bill, even without that.

          5                 COUNCIL MEMBER GENNARO:  Mr.

          6  Chairman, if I could?

          7                 CHAIRPERSON COMRIE:  Yes, go ahead.

          8                 COUNCIL MEMBER GENNARO:  Sure, there

          9  were a lot of discussion among our staff and the

         10  administration and the banking community as to what

         11  was in the realm of the possible with regard to our

         12  reach as city government, and the bill that we have

         13  before us today is the sum total of what we all

         14  believe that we would be able to as a local

         15  government to speak to this problem, and the issue

         16  of state licensure is something that I have just

         17  when you spoke, Councilman Koppell, that I have

         18  already directed staff to look into that issue.  I

         19  do not think we can, of course, create any

         20  requirement that that be the case but to the extent

         21  that we may be able to opine on that in some way, if

         22  that helpful.  Then perhaps that is something that

         23  we can do.

         24                 Thank you Mr. Chairman.

         25                 CHAIRPERSON COMRIE:  Also Council
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          2  Member Koppell, we did try to look at that to see if

          3  we could get the City Department of Consumer Affairs

          4  to enforce the state regulation and maybe through a

          5  resolution, and do other discussion as we are with

          6  some of the nightlife bills to try and get the state

          7  DEC to allow the city DEC to enforce these rules.

          8                 So that is something that we are

          9  working on, and as you are aware, and as you stated,

         10  a lot of these advertisers advertise on the

         11  television or in newspapers, and because they are a

         12  national company they do not feel obligated to

         13  follow state and federal rules, and that is

         14  something that we are going to take a look at.

         15                 Also, as with the payday lenders, a

         16  lot of them are based in other states and because

         17  they are advertising over the Internet also, that is

         18  something that we have to take a look at.

         19                 COUNCIL MEMBER KOPPELL:  The problem

         20  is that the state licensing is ignored but since we

         21  are requiring disclosure of other things, maybe we

         22  could require disclosure of whether they are

         23  licensed by the state or not.  That is the point I

         24  was trying to make.

         25                 CHAIRPERSON COMRIE:  Right.
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          2                 COUNCIL MEMBER KOPPELL:  Whether that

          3  should be disclosed here, and I am not- I do not

          4  think the bill should be delayed for that, but it

          5  should be looked at.  It could be amended.

          6                 CHAIRPERSON COMRIE:  I think that the

          7  Department of Consumer Affairs, we will ask them to

          8  write that as part of their regs.

          9                 COUNCIL MEMBER KOPPELL:  Yes, okay.

         10                 CHAIRPERSON COMRIE:  They can do that

         11  as part of their regulations.

         12                 COUNCIL MEMBER KOPPELL:  That would

         13  be a good thing.

         14                 CHAIRPERSON COMRIE:  All right, I

         15  think that is a good suggestion.

         16                 COUNCIL MEMBER KOPPELL:  Right,

         17  right.

         18                 CHAIRPERSON COMRIE:  Council Member

         19  Barron do you have something to say?

         20                 COUNCIL MEMBER BARRON:  I have very

         21  ambivalent feelings about the bill because even

         22  though it is to protect consumers, the federal bill,

         23  I think, hurts those who are without money when it

         24  puts this kind of stipulation that they have to

         25  received this kind of credit counseling.  It will
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          2  make it more difficult, even though the attempt on

          3  the federal level was to stop the abuse of

          4  bankruptcy.  Really, the people who abuse it are

          5  those who have the money.  Even Donald Trump went

          6  into bankruptcy and abused the system.  But for the

          7  little person that is really trying to use

          8  bankruptcy to cancel debt and restructure, and

          9  reorganize, to now put these kind of stipulations on

         10  them on the federal level to have to get the credit

         11  counseling and stuff like that, I am against that.

         12                 This makes the credit counselor more

         13  credible, and I understand that, but if you are not

         14  for them getting credit counseling in the first

         15  place, because I think that is part of a scheme that

         16  hurts the little people in the nation more than it

         17  does those who are really abusing the bankruptcy

         18  law.  That is some of my ambivalence about this

         19  bill.

         20                 COUNCIL MEMBER KOPPELL:  Mr.

         21  Chairman, I might make a comment with your leave.

         22                 CHAIRPERSON COMRIE:  Okay, I will let

         23  you speak.

         24                 COUNCIL MEMBER KOPPELL:  Thank you.

         25                 I just want to say that in this case,
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          2  Councilman Barron is 100 percent correct.

          3                 What is amazing to me, and I just

          4  have to- this credit counseling network, I mean,

          5  there are a few decent operators but most of them

          6  what they do is, they tell people do not enter into

          7  bankruptcy.

          8                 As you said, getting more involved in

          9  one of these debt management plans, then they charge

         10  outrageous amounts to process the debts, and in many

         11  cases they keep the consumer on the hook paying

         12  these processing charges for years, and it is

         13  impossible for these people who earn relatively

         14  modest amounts of money to pay off the debt, so they

         15  are just churning.  They are paying the debt every

         16  month, they are paying the credit counselor whatever

         17  it is, $500 a month to do this processing and two,

         18  three, four years later they still owe the same

         19  amount, maybe even more.  They really have not

         20  reduced the debt.  They paid the credit counseling

         21  agencies, and the people who have run these things

         22  have literally socked away tens of millions of

         23  dollars.

         24                 I mean, I have been very much

         25  involved in this, and here is the Congress of the
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          2  United States saying, "We want to give these guys

          3  who have ripped these people off more money."  It is

          4  unreal.  This congressional legislation truly shows

          5  you how the congress can be just manipulated, to

          6  tell you the truth.

          7                 This is a small step, but Councilman

          8  Barron is 100 percent right on this.

          9                 CHAIRPERSON COMRIE:  I agree with

         10  both statements.

         11                 COUNCIL MEMBER BARRON:  Council

         12  Member Koppel, do you want to repeat that last

         13  statement?

         14                 COUNCIL MEMBER KOPPELL:  Yes, all

         15  right, okay.

         16                 COUNCIL MEMBER BARRON:  About the 100

         17  percent.

         18                 CHAIRPERSON COMRIE:  I will slap you

         19  on the back later.

         20                 You are both right but since we do

         21  not control the federal government yet, and

         22  unfortunately we will not be able to control the

         23  federal government for at least another two years,

         24  this bill is really to try to make sure that the

         25  agencies that are operating properly get a better
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          2  chance to operate, and it is clearer to the consumer

          3  hopefully, that they will be dealing with people

          4  that are not operating fairly, these will be not-

          5  for profit credit counseling agencies.  Not the for-

          6  profit one's that are proliferating like I heard on

          7  the news, I cannot remember, the J.C. Wentworth I

          8  saw on TV this morning, and so many other people

          9  that are trying to do debt consolidation that are

         10  actually charging the people more money.  These are

         11  non- profit agencies that would have finished a

         12  program, and are supposed to not charge a horrendous

         13  fee for the people.

         14                 We want to try to steer people that

         15  have real problems to, at least, those agencies as

         16  opposed to the other one's that are proliferating

         17  all over the television and in the newspapers.

         18                 So, we are trying to protect the

         19  consumers from a bad situation using the tools

         20  available that we have within the Council.  I would

         21  love to be able to change the federal law and get

         22  rid of the entire federal administration right now,

         23  but unfortunately, they have not given the City

         24  Council that power yet.  As soon as they do, I am

         25  sure we will be here to take care of that.
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          2                 With that, I would like to move to

          3  vote on this item knowing that we are trying to our

          4  best in the council to inform and protect consumers

          5  to use qualified agencies that are not going to wind

          6  up charging them an 18 or 24 percent usury

          7  surcharge, that is not going to put their property

          8  on their own personal- they are not going to wind up

          9  foreclosing on their property later on or carrying

         10  their debt over for many years so that they can line

         11  their particular agencies pockets.  That is what we

         12  are trying to prevent here with this bill, and that-

         13  unfortunately that is what is happening to many

         14  people who are in dire needs and are going to the

         15  first available option that they run into.

         16                 With that, I would like to thank the

         17  Thomas Ferrugia and Brian Sogol from the Consumer

         18  Affairs staff that so amiably worked on this with

         19  Councilman Gennaro's staff, and Councilman Gennaro

         20  for originating the bill, and the Speakers' Office

         21  for making sure that this was one of our priorities,

         22  and also the Mayor's Office for their acceptance in

         23  adoption of this particular need of consumer

         24  protection legislation.

         25                 With that, I would like to call the
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          2  roll.

          3                 COUNCIL CLERK:  Council Member

          4  Comrie.

          5                 CHAIRPERSON COMRIE:  Aye.

          6                 COUNCIL CLERK:  Barron.

          7                 COUNCIL MEMBER BARRON:  May I have

          8  permission to explain my vote?

          9                 CHAIRPERSON COMRIE:  Yes.

         10                 COUNCIL MEMBER BARRON:  I am still

         11  really concerned, only that I understand that we are

         12  trying to protect the consumer but I guess at the

         13  same time, we have to deal with the reality of the

         14  federal bill that does exist, whether we like it or

         15  not.  But, it is almost like a two- edged sword

         16  because we are sending them to another- a more

         17  credible credit union, or credit counseling.

         18                 So, I just want to understand clearly

         19  that our bill will be sending them to the not- for-

         20  profit credit counseling, which their fees are far

         21  less and will be more regulated, licensed, not

         22  licensed, they do not sell any products, this bill

         23  will be requiring that to happen, or?

         24                 CHAIRPERSON COMRIE: This bill will

         25  highlight, enforce, anyone that is trying to get

                                                            18

          1  COMMITTEE ON CONSUMER AFFAIRS

          2  involved in a business to clearly state whether or

          3  not they have qualified as a non- profit, federal

          4  counselor.

          5                 COUNCIL MEMBER BARRON:  Right okay, I

          6  vote aye.

          7                 CHAIRPERSON COMRIE:  And have

          8  completed the necessary--.

          9                 COUNCIL MEMBER BARRON:  Stop taking,

         10  you already have my vote.

         11                 CHAIRPERSON COMRIE:  All right.

         12                 COUNCIL MEMBER BARRON:  If you talk

         13  too much, you might talk yourself out of an aye

         14  vote.  You have got to know when to end the sale

         15  man.

         16                 COUNCIL CLERK:  Gennaro.

         17                 COUNCIL MEMBER GENNARO:  Aye.

         18                 COUNCIL CLERK:  Koppell.

         19                 COUNCIL MEMBER KOPPELL:  Aye.

         20                 COUNCIL CLERK:  By a vote of four in

         21  the affirmative, zero in the negative, and no

         22  abstentions, the Proposed Introduction 290-A is

         23  adopted.

         24                 Council members, please sign the

         25  Committee Report.
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          2                 Thank you.

          3                 CHAIRPERSON COMRIE:  I forget to

          4  indicate for the record, that Council Member Liu

          5  told me that he had an important meeting in his

          6  district, he could not be here this morning.  I was

          7  on the phone with him at 9 o'clock.  So, he asked to

          8  be excused.

          9                 With that, I will call the meeting

         10  adjourned.

         11                 (Hearing concluded at 11:07 a.m.)
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