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Bill Proposes Expanded Debt Collection Oversight

BY NOELEEN G. WALDER

CITING the mounting financial
pressure confronting New York-
ers in the face of a nationwide
recession, advocacy groups gath-
ered yesterday at City Hall 1o urge
iocal lawmakers (o pass ameasure
that would expand the definition of
“debt collection agency” to cover
buyers of consumer debt who hire
third parties, inciuding attorneys,
for collection.

In the absence of tougher reguia-
tion, unlicensed debi collectors will

continue to prey upon vulnerable
consumers and “clog our courts
with bogus cases,” New York City
Councilman Danjel R, Garodnick
sald in a statement.

Proposed by Mr. Garodhick,

Introductory Bill Number 660 would-

close aloophole in the current law
by giving the city’s Department of
Consumer Affairs the power not
only to license “active” debt collec-
tors, but so-called “passive” debt
collectors who employ third-party
agencies to collect the debt.
Increasingly, debt buyers pur-
chase debts in bulk for pennies on

. the dotiar and then outsource their

collection to other entities, includ-
ing debt collection law firms, which
are not regulated by the consume
affairs agencw. : i
According to a 2007 report by
the Urban Justice Center, credi-
tors obtained an estimated $800
million in judgments in 2006
alone, approximately  » Pages
'y

# Links 1o the Urban Justice
Center report and the proposed faw
are posiaed at nyil.com.
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80 percent of which were entered_ o
.agamst unrepréserted defendants_
in the titywhofailed to appearin

colrt (NYLJ ' Dec: 11, 2007},

* “That’s enough to build a'new
stadium for the New York Mets
every year,” Mr, Garoduick said
102 Toom’ packed with CODSUImer -
protection atiofhiey's and city res-
iderits who had been targeted by

tiﬁhtensed debt collectors,
*“The clirrent law, New York

ty
Administrative Code’ §20-489
defines a debt coliect}on agency
agencies, whichin turn refer it to
“ alocallaw ﬁrm, whose computer
'w;ii eventuaﬁy spit out [a] sum-

" asaperson whose princi

ness is “to regularly collect or
atternpt to collectdebits owedor™

due-or-asserted to be owed:or
dueto another." Those dgencies
havetobe ficensed. "

Underithe proposeﬁk o
tion, the definition: 3
broadened to include debt buyers;
who* refer such’ debt
for coIIectlon or {
atslaw for: htlga‘u
collect such debt ™ T

buyers also would need to he,
"_":1stratwe ;uﬂge for the city: Civil
“Court, wrote that when a defen-
“dant fa.ds toanswer in a coliection

licensed:

Thé bill world ¢arve out an’
exception for attomeys or law :

firms “filing and’ rosecutmg

‘in an inferview.. :
“There are these huge compa— o
mes around the country, sofne of .
‘which are ‘publicly traded, ‘and -
* buy huge porticlios of ‘debt,
" mitlions of dollars at-a time,” he

another‘ n '

m'orcler td‘
T Colnell's legiglative advisor,

firmis are “basically just banging
_ out the paper work,” consumer

attorney Brian L. Bromberg sald

said. They also:purchase “very

“hare-boned information;*includ-
_ing the amount allegedly due and

.the address ofthe debtor, whiich

‘is Often years old, Mr. Bromberg
"sald

After trymg to co!iect in-house,

M, Bromberg said, companies

arm out ‘the debt to collection

moifis and complaint.” Many of
heselead to default judgments
against consumers, who find
ges'garnished and bank

accou' S frozen, he added.
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Judge Fern'A. Fisher, the admin-

ase,a piam’uff can request the

lawsuits or enigaging in'other ™
legal activities'to reduce-debts p

to judgments.

However, lawyers or firmis that'.'
“regularly” engage in traditional”’
debt collection activities; inclid-

ing'sending demarnid lettersand

making phone calls, would be
considered debt collection agen:
cies under the proposed faw and
would needto be licensed. -

“The proposal would allow the

ence’

Supporters of the bill include
attorneys from MFY Legal Servic-

_es the Urbanlustice Center, the
New York City Bar Assocnatmn
and'the Legal Aid Society.
Debt collection has become
“s6 cogkie-cutter and mechamzed ’
and compiiter driven” that law

entry of a default judgmem
- “1f the pldmtlfi is an origi-

“nal creditor, it'is clear that no

I:censmg is Tequired, Bul when
it'is not, the clerk: must search

':'for either a licensee number.or &
_statement explaining the reason
“for the lack of license number

a process which the'judge noted
can be ttme-consummg and result
in-errorsin entry of these judg-

" ments.
¢ity to “hold rogue debt collec ™
iois résponsible,” Mr. Garodmck‘ E
smd at yesterdays press confer -

“Civil Court, whiéh “processes
. approximately 308,000 of these
“cases yearly,” Judge Fisher wrote,

Removing the distinction

" hetween’ passive and active

debt collectors will assist.the

She added that the distinction is
meariingless to the public,
" i ‘a hearing following yester-

“day’s press cornference, Andrew

Eiler, the Department of Consumer

" Affairs' legisiativedirector, told

the City Council:{Committes on
Consumer Affairs that the agency
“strongly supports the objective
of including debt buyers as col-
lection agencies regardless of how -
they seek to-collect. debts bet
chrectly or md:rectiy, by istlgaticm
or otherwise”
But Jonathan Mmtz COMm-
missioner ‘of the Department
of Consumer Affairs, said inan

" fiterview that while the agency

welcomes the City Council's offer
to “strengthen the city's hand,”
the bill's Janguage could be mod-
fied so that it does not appiy to

‘purchasers of debt that “was not

necessarily in arrears.”

. Int his testimony; Mr. Eiler alse-
suggested revising the law:to
eliminate practices that create
prcblems for consumers, includ-
ing mandating that computer-gen-
erated calls from debt collectors
leave a phone number: whére a
person can be reached, and pro-

‘Tibiting the sale or assignment of _

Tuilly satistied debts.
As for the proposalto reguiate

lawyers who engage in debt col-

lection, Mr. Mintz saidin an inter--
view, “Our position has always
been that if vou are collecting ..

~debts, you are a debt collector, .
‘whether you are alawyer or mani-

cuyrist or focksmith.” -
.. However, it is “a very ﬂiﬁﬁ!"
ent question”-whether a lawyer -
“engaged in legal activities and
helping a client who is‘trying to
coliect debt,” should be regulated.
as a debt collector.
“When alawyeris actmg likea

Jawyer,” he:should be regulated

as 4 Tawyer not aidebt collecter;
Mr. Mintz said,

Arthur Sanders, managing
miertiber at collection. law firm Mel
S. Harris & Associates, agreed.

“Most obthe-collection atter-
nevs that 1 amfamiliar with herein
New York don’t: ;ust miake phone
calls. They sue,” he gaid;

“If an attorney-abuses some-
oné, there is a'lot of redress,” he
said, Regulating the conduct of
local attorneys, is not a New York
City function, he added.
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