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          1  COMMITTEE ON CONSUMER AFFAIRS

          2                 CHAIRPERSON REED: Good morning.  I'm

          3  Philip Reed, Chair of the Committee of Consumer

          4  Affairs.  And to my right is the fired up Oliver

          5  Koppell from the Bronx.  If there's anybody here who

          6  issues payday loans, you should be careful.

          7                 And to my left is Council Member

          8  Gentile from Brook -- from Brooklyn, and Council

          9  Member Addabbo from Queens. All members of the

         10  Committee.  Thank you for being here.  I know we're

         11  going to be joined by some other colleagues in a few

         12  minutes who are other sponsors of the bill.

         13                 We are here today to take further

         14  testimony concerning proposed Intro 176-A.  Our last

         15  hearing was in September of '03.  This is

         16  relationship to payday loans and Intro 177-A, in

         17  relation to requiring institutions that provide

         18  payday loans or grant services and they conduct

         19  business with the City or it's agencies to provide

         20  clear, conspicuous disclosure of interest rates and

         21  other charges in their advertising.

         22                 Payday loans are small cash advances

         23  requiring repayment within a short period of time,

         24  usually under two weeks.  Fees on payday loans

         25  normally range from $15 to $30 on each $100
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          2  advanced.

          3                 However, due to the duration of the

          4  loan, these fees often result in three to four digit

          5  interest rates when calculated on an annual basis.

          6  Intro 176 would require lending institutions,

          7  offering payday loans, to provide an unambiguous

          8  disclosure notice to each potential borrower so that

          9  he or she will have a clear understanding of the

         10  loan's terms.

         11                 The proposal also requires such

         12  lenders to monitor the demographics of the

         13  individuals taking payday loans by recording their

         14  residential zip codes and reporting that information

         15  to the Department of Consumer Affairs and the

         16  Council on a quarterly basis.

         17                 Intro 177- A would require lending

         18  institutions that offer payday loans and advertise

         19  with the City or it's agencies to provide clear and

         20  conspicuous language concerning information in their

         21  advertisements, such as annual interest rates and

         22  associated fees so the consumers understand the true

         23  cost of the payday loans.

         24                 Additionally, today's hearing will

         25  look at three proposed resolutions.  Reso 138 calls
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          2  upon the United States Congress to pass and the

          3  President to enact legislation amending current

          4  federal banking laws to the eliminate the loophole

          5  that permits out of state lending institutions to

          6  avoid state usuary caps.  This legislation would

          7  protect consumers from the precarious costs

          8  associated with payday loans.

          9                 Reso 53 calls upon the State

         10  Legislature to pass three, 3480.  This resolution

         11  would prohibit foreign banking corporations from

         12  issuing payday loans by making it illegal to issue

         13  loans that result in an annual interest rate of more

         14  than 25 percent.

         15                 And finally, Reso 246- A calls upon

         16  the Metropolitan Transit Authority and it's

         17  subsidiaries to stop leasing advertising space to

         18  payday lenders.

         19                 Alternatively, the resolution asks

         20  the MTA to require payday loan companies to disclose

         21  pertinent information such as the interest rates.

         22  The Committee has invited representatives from

         23  consumer advocacy groups as representatives, as well

         24  as representatives from the banking and lending

         25  communities to address these five proposals.
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          2                 Unfortunately, the Department of

          3  Consumer Affairs has said that they didn't get

          4  enough notice and so they are not going to be able

          5  to come and offer testimony.  Be that as it may, I

          6  would like to have our first witness.  Now there was

          7  someone from the banking who was here.  Did you tell

          8  me that?

          9                 We will first hear from Tracy Shelton

         10  from NYPIRG.

         11                 COUNCIL MEMBER KOPPELL: Mr. Chairman,

         12  if I might just make a brief statement --

         13                 CHAIRPERSON REED: Please.

         14                 COUNCIL MEMBER KOPPELL: -- I have

         15  unfortunately a pressing personal commitment but I

         16  didn't want to miss the meeting especially because I

         17  thought we might be voting and didn't want to miss

         18  voting.  As you know, I feel very strongly about

         19  this but since we're not voting today and since I am

         20  already an avid supporter of these measures and wish

         21  we could do more.  I think that my presence here

         22  would, would be nice but I don't think it's

         23  essential so therefore I, with your leave, I'm going

         24   --

         25                 CHAIRPERSON REED: Thank you, Council
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          2  member.

          3                 COUNCIL MEMBER KOPPELL: -- Leave the

          4  meeting at this point but I want to thank you for

          5  moving these bills forward and I only wish we had

          6  the power to stop this practice altogether.

          7                 CHAIRPERSON REED: Thank you.  Ms.

          8  Shelton.  May I ask you if you would, you need to

          9  push the button there that says "mic off", when the

         10  light is off, the microphone is on.

         11                 MS. SHELTON: Okay.  I'm Tracy Shelton

         12  and I'm a Consumer Attorney for the New York Public

         13  Interest Research Group and NYPIRG has worked

         14  closely with the Consumer Federation of America and

         15  other local New York groups on payday lending for,

         16  well, since 2001.  We've done some surveys.  We've

         17  participated in national surveys with the Consumer

         18  Federation of America on payday lending.  It's a

         19  practice that thrives in other states and we're

         20  actually pretty lucky here in New York that it's not

         21  that widespread.  It actually is technically illegal

         22  in New York based on our usuary protections and the

         23  law we have that says that you can't post date

         24  checks in New York so we're lucky, in a way, in New

         25  York that it isn't really widespread.
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          2                 However, it's happening here, it's

          3  affecting New Yorkers.  What we've found in our

          4  surveys is that, especially in the past, when we've

          5  done them, it's less so now but in other ways, it's

          6  worse.

          7                 When we first did the studies back in

          8  like 2001, 2002 we were finding ads like all over

          9  the place, on the subways, in the newspapers, in the

         10  Yellow Pages, just right and left, attracting New

         11  Yorkers.

         12                 We still find some of that and worse

         13  now what you find is a lot of internet solicitation

         14  so that people, it's definitely happening in New

         15  York even though it shouldn't be and so it's really

         16  good that the City Council is taking an interest in

         17  this issue because it's an awful practice for

         18  consumers.

         19                 According to Attorney General Elliot

         20  Spitzer, a Nevada company, Cashback, advertised

         21  payday advances over the internet and extended such

         22  loans to dozens of New Yorkers.  There's been

         23  articles in the newspaper recently with people who

         24  have fallen prey to this in New York and are in a

         25  great deal of trouble.  New York consumers pay up to
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          2  $30 to borrow $100 with the total due on the

          3  borrowers next payday and that translates into, as

          4  she said before, it's like 78 percent interest when

          5  you annualize it so it's definitely a very predatory

          6  and awful practice.

          7                 What happens is on payday, lenders

          8  demand the right to electronically withdraw the

          9  entire loan and finance charge from the borrowers

         10  bank account within days of lending the money and

         11  then that ends up putting consumers on sort of

         12  treadmill of debt because if they couldn't make

         13  their bills a few days ago, it's hard for them to

         14  make them again so what they do is they keeping

         15  rolling the loans over and they end up paying five

         16  to ten times the amount of the original loan and

         17  paying that and then they still owe the original

         18  loan so it's really a terrible practice for

         19  consumers.

         20                 For the intros and resolutions here

         21  today, Intro 176A and I had four of them that were

         22  in the letter that I received so that's what I'm

         23  going to speak to, two intros and two resolutions.

         24  Intro 176A requires lenders to provide a clear cost

         25  disclosure information to potential borrowers and to
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          2  periodically provide demographic information on

          3  their customers to the City and then Intro 177A goes

          4  to advertising and making sure that the disclosure's

          5  clear there. We agree that consumers need clear cost

          6  information before making a decision to borrow

          7  money.  A requirement to hand a cost disclosure to

          8  potential borrowers would to add to federal credit

          9  disclosure protections and having demographic

         10  information about consumers would be informative to

         11  the City.  Disclosure of the horrific terms of these

         12  loans in all advertisements would also be a benefit

         13  to New Yorkers.

         14                 However helpful, these solutions do

         15  not solve the problem of rent a bank payday lending

         16  in the City.  Telling someone that you're going to

         17  take advantage of them doesn't stop them from being

         18  taken advantage of so we would recommend that the

         19  Council enact a local law prohibiting any business

         20  from brokering or arranging payday loans for another

         21  party.

         22                 While the City cannot regulate out of

         23  state banks, it should police their non- bank

         24  partners that do business in the City.  If the City

         25  doesn't have the authority to enact such a local
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          2  law, we commend the Council for calling on the New

          3  York Assembly to do so in Resolution 53 and on the

          4  United State Congress to do so in Resolution 138.

          5                 Another step we urge the City Council

          6  to take is to memorialize the New York regional

          7  office of the Federal Deposit Insurance Corporation

          8  to vigorously investigate and enforce the FDIC's

          9  Payday Loan Guidelines against any banks in the

         10  region making payday loans.  It should matter to the

         11  FDIC that some of it's banks are partnering with

         12  servicing agents to make loans at 780 percent in a

         13  state where the criminal usuary cap is 25 percent

         14  APR. Thank you.

         15                 CHAIRPERSON REED: Thank you very

         16  much.  I don't know if you have copies of your

         17  testimony?

         18                 MS. SHELTON: Yeah, I gave them --

         19                 CHAIRPERSON REED: Oh, yes, you did.

         20  Okay.  I didn't understand the last part.  Do you

         21  think that the FDIC has done anything more?

         22                 MS. SHELTON: They passed the

         23  guidelines and no.  But perhaps if the Council were

         24  to call their attention to some of these practices

         25  that are happening in New York and point out how
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          2  they're in violation of the guidelines, it could

          3  perhaps be helpful.

          4                 CHAIRPERSON REED: And do you have any

          5  idea what the percentage of these loans that are

          6  taking place over the internet are?

          7                 MS. SHELTON: I don't know if that was

          8  in any of the, the language from Elliott Spitzer's

          9  stuff.  That's where I really got that, from some of

         10  the recent publicity from that --

         11                 CHAIRPERSON REED: Some of the

         12  advertisements, you're saying, are appearing, you

         13  can actually transact the loan through the internet?

         14                 MS. SHELTON: Absolutely.  Yeah, and

         15  that is something that we didn't see.  When we first

         16  started looking at this back in 2001, 2002, that was

         17  not something that we saw.

         18                 We, like I said, we saw the

         19  advertisements in the Yellow Pages.  We saw them,

         20  you know, on the subways and buses.  We saw them in

         21  the Daily News and I, myself, posed to someone who

         22  wanted to take out a payday loan back then and they

         23  were going to let me do it through fax and phone and

         24  that sort of thing.

         25                 Like I was gonna be able to do it in
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          2  New York but at that time it was through a fax

          3  machine and by calling them and that kind of thing.

          4  Now a days, with the internet and that kind of

          5  technology, it's widely spread available to people.

          6  People can go right on and do the transactions there

          7  and the figure that I got out of Elliott Spitzer's

          8  stuff was dozens of New Yorkers have fallen prey to

          9  this so I don't know beyond that.

         10                 CHAIRPERSON REED: Dozens, in terms of

         11  New Yorkers, is not a large number.

         12                 MS. SHELTON: No, I don't think, I

         13  said in the beginning of my testimony that this is

         14  something that on, by working with the Consumer

         15  Federation of America and looking at this on the

         16  national scale, it's a problem.  Nationally, it is a

         17  problem.  There are, you know --

         18                 CHAIRPERSON REED: You think it's a

         19  bigger problem --

         20                 MS. SHELTON: -- Large, large numbers,

         21  yeah, of people throughout the United States who

         22  have fallen prey to this. We are fortunate, in New

         23  York, that it hasn't become more widespread than it

         24  is.

         25                 However, I think that if there isn't
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          2  some sort of action taken and if there isn't a lot

          3  of attention that's still paid to this issue, that

          4  could change.  It's really, one thing that's very

          5  heartening about this issue so far is that everyone

          6  seems to be on the same page, the New York City

          7  Council, the Department of Consumer Affairs, the

          8  Department of Banking. Everyone seems to be in a

          9  united stance.  This is not something that we want

         10  in New York and it's not something that we want

         11  consumers in New York to fall prey to and I think so

         12  far that's helped a lot to keep it out but I think

         13  we need to remain vigilant and that's why this

         14  hearing's really good.

         15                 CHAIRPERSON REED: Thank you.  I know

         16  there may be other questions.  I have some but I

         17  want to introduce the other members of the Council

         18  who've come and I know that a couple have been prime

         19  sponsors on this bill and wanted to make some

         20  comments so first just looking in this direction,

         21  let me introduce another two members of the

         22  Committee, Council Member Barron from Brooklyn and

         23  Council Member, why am I having a hard time today?

         24  Sanders. Thank you.  I almost got the James Jr. Part

         25  but I was trying to get to the Sanders.  It happens
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          2  at a certain age guys, I'm telling you. You're next

          3  term, it's going to be difficult.  And then Council

          4  Member Mike Nelson from Brooklyn.  See he's in my

          5  class so I remember him.  And Council Member Comrie

          6  from Queens and John Liu, also to our right here,

          7  from Queens.  Thank you all for being here. One,

          8  two, three, four, five, six, I think we have full

          9  attendance at this Committee hearing and I know that

         10  Council Member Nelson wanted to make some comments.

         11  I'm sorry.  You didn't.   Okay.

         12                 COUNCIL MEMBER NELSON: Well, thank

         13  you Chairman Reed.  I thank you for holding today's

         14  hearing and also with my co sponsors and in

         15  collaboration with Speaker Giff Miller, Leroy

         16  Comrie, Helen Sears and others who have signed on to

         17  this legis, these intros and resos.

         18                 What this really does is, this

         19  package of bills will serve as a break to the

         20  proliferation of payday lending horror stories that

         21  we're hearing more and more each day occurring in

         22  New York City and New York State.

         23                 Payday lending has, for many families

         24  of low and limited incomes, become the source of

         25  loans that they would not have been able to obtain
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          2  through normal banking channels.  Payday lenders

          3  take advantage of consumers who are often in

          4  desperate financial straits.  The most heartbreaking

          5  aspect of payday loans scams is that they

          6  disproportionately affect low income workers who are

          7  engaged in day to day struggles to make ends meet.

          8                 These are people who can least afford

          9  to pay back the principle on the loans. Plus the

         10  exorbitant interest charges that are added on to

         11  them. They become trapped by some unscrupulous

         12  lenders in a cycle where they essentially have no

         13  alternative but to take on new loans, rollovers, to

         14  cover existing loans.

         15                 This is a form of legalized larceny

         16  and can permanently ruin a person's credit-

         17  worthiness.

         18                 We have to alert the federal

         19  government to the severity and pervasiveness of this

         20  problem and demand protection for consumers. The

         21  federal government must be aware that this is

         22  reverse red lining.

         23                 We're asking the Congress to close

         24  the federal loophole that allows out of state banks

         25  who export their high interest rates into our state
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          2  and our city.  Here in the City, these bills will

          3  force advertisements, will force companies rather

          4  that disperse payday loans to publicly disclose the

          5  terms of their agreements on their advertisements,

          6  although, I do agree with Ms. Shelton, we have to go

          7  further than that.  That by itself will not really

          8  solve the problem for sure, as to allow consumers to

          9  make educated decisions about their finances.

         10                 The bills will also create a database

         11  for tracking payday loan applications so as to

         12  determine what neighborhoods in the City are being

         13  targeted.  This information will be given to the

         14  Department of Consumer Affairs and the New York City

         15  Council and Council Member Reed, as Chair

         16  especially.

         17                 This sharing -- will begin the

         18  process of addressing the assault on families with

         19  the least that are forced to pay the most.  And

         20  again, I think that it's a great expression, sort of

         21  like reverse red- lining and this is why it's so

         22  important that we look into this.

         23                 Thank you, Mr. Chair.  And the prime

         24  sponsor, Council Member Comrie, thank you.

         25                 CHAIRPERSON REED: Thank you.  Council
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          2  Member Comrie.

          3                 COUNCIL MEMBER COMRIE: Thank you, Mr.

          4  Chair.  I want to thank you for holding this hearing

          5  and I want to thank Speaker Miller for identifying

          6  this issue in his State of the City address as an

          7  issue that's clearly important and has to be

          8  addressed.

          9                 This payday loan scam affects

         10  primarily low income residents and low income

         11  residents that throughout this City and throughout

         12  this country.  It's something that the situation has

         13  only gotten worse.

         14                 The internet site, if you pull up

         15  payday loans, will give you over 10,000 different

         16  places that will give you or 10,000 different links

         17  that will send you to mostly the same places that

         18  will give you a payday loan over the internet.  They

         19  also now are proliferating on the radio.

         20                 They're proliferating in, in check

         21  cashing places and other places where they know the

         22  people that are struggling to meet their payments

         23  are there.

         24                 In my hand, I have a hand out for a

         25  fast cash card.  Now they're trying to claim that
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          2  this is a different type of ATM card but it's also

          3  the same payday loan where they're allowing this

          4  card to seem like a credit card but it's going to do

          5  the same usuary rates where a person could pay up to

          6  400 percent in the loan.  If they, if typically,

          7  most of the people are buying a hundred or $200, but

          8  by the time they pay it back, the loan could go up

          9  to $500 in repayments.  The instance is that they'll

         10  give the person an opportunity if they pay to push

         11  it back for two weeks, if they pay $15 and then the

         12  loan goes ex- potentially up to where they can be

         13  paying almost $500 by the time they pay off the $100

         14  loan.

         15                 This is a true rip off in every,

         16  every phase of the world.  There was a major report

         17  by Attorney General Elliott Spitzer last year where

         18  he was trying to address it.  I attended that press

         19  conference and since then the, unfortunately, even

         20  with the Department of Consumer Affairs being aware

         21  of it, it's only gotten worse.  These things are now

         22  starting to proliferate.  If you looked at

         23  yesterday's Daily News, it's now moved over to the

         24  credit card industry, this type of loan, because

         25  they tell that you get a zero percent credit card
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          2  for a year but built into the fine language is if

          3  you don't meet the monthly payment, that loan flips

          4  over to 24 percent in the first month, 36 percent

          5  and if you're late more than 30 days.

          6                 Do we really have to address this on

          7  the City Council level?  Do we really have to help

          8  the rest of the country and the state deal with this

          9  issue because it's ripping off poor people?  In the

         10  national report, they talked about how it affected

         11  military personnel especially in the areas of

         12  Delaware and where most of these loans originate

         13  from because nationally, for whatever reason, our

         14  federal government have (sic) allowed states to

         15  develop their own individual rates that they can

         16  charge for credit cards so all of these card

         17  companies have gone to the one or two states, I

         18  believe it's Wyoming and Maryland and I forget the

         19  other states, where they can charge these rates

         20  worse than loan sharks.  These are legal loan sharks

         21  that operating (sic) with the full, the full

         22  cooperation from NYCE, from PLUS, from STAR, from

         23  the major bankers because they realize that these

         24  are shells, that these companies are really shells

         25  for the major banks.
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          2                 We have to do what we can as a City

          3  Council to number one, to raise the awareness in our

          4  community so that people won't continue to get

          5  ripped off.  We need to find some way to create the

          6  legislation.  If we cannot do it legislatively, then

          7  we have to do it in a consumer advocate type of way

          8  to encourage the state to finalize some regulations

          9  to protect our consumers.  If we can deal with

         10  businesses, banks that are dealing with the City to

         11  put them under some City regulation.  We have to

         12  protect our citizens.

         13                 People, we're going into the

         14  Christmas season, people are trying to come up with

         15  extra money.  More people are gonna get involved

         16  with this and as the young lady said from NYPIRG,

         17  it's almost impossible to track it because a lot of

         18  it is not dealt with within New York City

         19  regulations.  They're either faxing it to people

         20  right from, sometimes even the stores that they're

         21  in or a lot of times it's over the internet and so

         22  we can't track it within New York City's records.

         23  But these people are going in the Christmas season

         24  trying to find a little extra money to make their

         25  children or their families happy and they wind up
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          2  being into a economic quagmire which will put them

          3  most times into bankruptcy within the course of a

          4  year.

          5                 We have to figure out a way to make

          6  this happen, if we do it through resolution I would

          7  look to ask the lady from NYPIRG some more direct

          8  questions on how we can achieve that but I want to

          9  thank you for this hearing Mr. Chair and hopefully,

         10  collectively, we can do something to raise the

         11  awareness to protect our communities.

         12                 CHAIRPERSON REED: Thank you, Council

         13  member.  I know that there's Council Member Addabbo,

         14  Liu and Sanders all wanted to comment on this bill.

         15  Let me just say for those of you who are, came a

         16  little bit after we started.  I'll be diplomatic.

         17                 There was some confusion with the

         18  Department of Consumer Affairs, that's why they're

         19  not here to testify and I apologize because it was

         20  my understanding that we were gonna vote this bill,

         21  these two intros and the resolutions so I apologize

         22  that you all were given that information and not

         23  told differently.

         24                 I'm gonna make sure that at our next

         25  hearing in January that we bring these bills up for
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          2  a vote and we will notify the Department of Consumer

          3  Affairs today what that date is so we don't have

          4  this silliness about they didn't have enough notice

          5  because I think it is not too soon to be dealing

          6  with this and I can't imagine what the argument's

          7  gonna be about it but I just wanted to let you know

          8  what the status is.

          9                 We were expecting someone from the

         10  banking, from New York State Banking, but she's

         11  indicated that she's late so I didn't want to hold

         12  us up any longer today because we're not going to be

         13  able to move forward without having heard from DCA

         14  but I know that Council members Addabbo, Liu and

         15  Sanders, in that order, wanted to make some

         16  comments.  Council Member Addabbo.

         17                 COUNCIL MEMBER ADDABBO: Thank you,

         18  Mr. Chair and I want to thank you, your staff and my

         19  fellow colleagues here for raising this important

         20  issue regarding payday loans.  You know, payday

         21  loans do victimize the low income residents that we

         22  have, seniors, students, working, hard working

         23  middle class people.  I mean, it really does affect

         24  all those who enter into the abyss that we call

         25  payday loans so I appreciate your efforts with this.
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          2                 And with that, let me, at this point,

          3  add my name to two resos that I, I added my name as

          4  a sponsor to the intros but if I can add my name to

          5  Reso 53 and Reso 246A, I would appreciate it.

          6  I do have a question for Ms. Shelton and Ms.

          7  Shelton, I do appreciate your time and testimony

          8  today but you had mentioned, in your testimony and

          9  we have also here mentioned it about the internet as

         10  being a way of getting these payday loans and that

         11  concerns me the most because I think that's the most

         12  dangerous.

         13                 I do believe the internet loans are

         14  the harder ones to regulate and investigate.  How

         15  creative have these suppliers been on the internet

         16  and what are, possibly, your suggestions as we, how

         17  we can corral or investigate further or even

         18  regulate the internet loans as they're existing now?

         19                 MS. SHELTON: It's gonna be tough and

         20  I think it would take, we had a hearing not too long

         21  ago on prescription drugs with the Department of

         22  Consumer Affairs and possibly trying to like map out

         23  the prices of drugs and things like that and that

         24  didn't really go over too well in terms of it didn't

         25  seem like people felt like they could do that but I
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          2  think is sort of what it would take. It would take

          3  sort of figuring out, I mean, you said 10,000 but

          4  those aren't, those are sites but they're, you said

          5  also a lot of the same lenders with the same sites

          6  so maybe if there was some way to organize it by

          7  lender and then under the lender to organize it by

          8  site and then to track it.

          9                 And I don't know, I mean, you know,

         10  it's sort of an national issue and I think that the

         11  New York City Council has a great deal of power and

         12  clout and if they put that behind some sort of a

         13  resolution that called on and I mean, you have that

         14  here with calling on the federal government to

         15  outright, outlaw payday lending but in the meantime,

         16  to at least somehow or another try to organize it if

         17  like they don't feel like they can outline it,

         18  outlaw it but to sort of try to organize it so that

         19  we do figure out nationally and through the internet

         20  just who's doing it, what sites they have and, and

         21  then that way perhaps, down the road, it would be

         22  easier if there is some sort of really good

         23  regulation of the industry or outlaw ban of it to

         24  get a handle on being able to enforce that.

         25                 Because now with it just
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          2  proliferating and all of these sites and everybody

          3  sort of putting it out there willy nilly, they

          4  probably call themselves a bunch of different names

          5  but it's all basically going to the same bank.  It

          6  would make it really, really hard if some sort of

          7  enforcement or really good regulation did come down

          8  the line to enforce it with that kind of huge, I

          9  mean I can't believe that there were 10,000 sites.

         10  That's incredible.

         11                 When I did the, sort of, some of my

         12  most recent research on the issue to prepare for

         13  this hearing, I did notice that when you pull up,

         14  even like Elliot Spitzer's articles and some of the

         15  articles that mention NYPIRG and the City Council

         16  and the Department of Consumer Affairs on the issue,

         17  you'll actually see little payday lending

         18  advertisements right there on these articles that

         19  are like saying that's a terrible practice.  They're

         20  talking about horror stories.  You see the little,

         21  you know, the little pop ups there for it.

         22                 You know, it's huge on the internet

         23  and the internet is very difficult to track and I,

         24  arguments were made at that other hearing, were you

         25  here for that?  For the prescription drugs one?
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          2  Yeah, arguments were made at that that that's a very

          3  expensive, very laborious, time consuming way to try

          4  to track and that was going to be on a much smaller

          5  scale so I, it will be hard, I guess but I think

          6  it's possible and I think that by trying to organize

          7  it by lender and then site might take some of the.

          8                 CHAIRPERSON ADDABBO: Thank you.

          9  Thank you.  Real quick, a follow up question.  Ms.

         10  Shelton, do we know if there are any other states or

         11  any other governmental, levels of government in any

         12  other state that within their jurisdiction has at

         13  least attempted or tried to corral these internet

         14  lenders?  Do you know of any other state that has

         15  tried?

         16                 MS. SHELTON: No.

         17                 COUNCIL MEMBER ADDABBO: Okay.  Thank

         18  you.  Thank you, Mr. Chair.

         19                 CHAIRPERSON REED: Thank you, council

         20  member. Council Member Liu.

         21                 COUNCIL MEMBER LIU: Thank you, Mr.

         22  Chair.  I want to commend you for holding this

         23  hearing.  It is a timely package of legislation.  I

         24  want to thank Council Member Comrie for his

         25  leadership in bringing this issue to the forefront
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          2  of our Council and I look forward to voting on these

          3  bills as quickly as possible because I do, it is a

          4  problem.  It's a problem that is growing in many of

          5  our neighborhoods.  It's a problem that affects low

          6  income people and the impact is disproportionately

          7  negative on communities of color and communities

          8  where we have many of our new immigrant workers.

          9  People are getting ripped off for sure and it's a

         10  problem that, even since the first hearing that we

         11  had on this issue, the problem has gotten worse and

         12  worse.  The proliferation of these payday loans has

         13  just skyrocketed and people are losing more and more

         14  money.

         15                 Not only are more people being

         16  scammed but they're being scammed at greater levels.

         17  The fees, these usuary rates are much higher than

         18  they used to be and that's why we need to take

         19  action on this as quickly as possible to put a stop

         20  or at least some kind of check on this uncontrolled

         21  growth of these payday loans so I urge that we call

         22  the vote as soon as possible, Mr. Chairman, and I

         23  look forward to casting a vote in favor of this

         24  package of legislation.

         25                 It's something that, you know, New
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          2  Yorkers are not stupid people but it's our

          3  responsibility to ensure that they have the

          4  information necessary to make informed decisions.

          5  It's also our responsibility to make sure not only

          6  our own government here in New York City but

          7  government at the state and federal levels are aware

          8  of this problem and begin to enact legislation at

          9  higher levels that will address the root of this

         10  problem.  Thank you, Mr. Chair.

         11                 CHAIRPERSON REED: Thank you very

         12  much.  Council Member Sanders.

         13                 COUNCIL MEMBER SANDERS: Thank you,

         14  Mr. Chair.  I think that this shows your great

         15  leadership that you were bold enough to do a hearing

         16  on this, this particular issue and I want to commend

         17  you for it.  Just as I must commend Council Member

         18  Comrie for the bold leadership that he also has

         19  shown on this along with Council Member Nelson.  I'd

         20  be remiss if I did not through NYPIRG in there which

         21  has done great work for many years on this.

         22                 I'm a little sad that Consumer

         23  Affairs, as you are sir, did not join us in helping

         24  to put a little holiday cheer to the working people

         25  of New York City.  I think that this was one of the
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          2  best presents that we could have put under the tree.

          3                 A tree that may not have many

          4  presents thanks to these predatory practices of the

          5  banking administration where they can go out there

          6  and they can have poor people become poorer by going

          7  through the banking process.  I love this stuff and

          8  I believe that our resident banker still has not

          9  shown up.  The gentleman from the banking industry.

         10  I trust it was not because he was sending out payday

         11  loan applications and he was a little late getting

         12  here.

         13                 Without being even more joking, we

         14  need to stop the plunder and theft that's taking

         15  place to the working people of New York City and

         16  that's the only really way to say it and we need to

         17  do this. I'm glad to be a signer on all of the

         18  introductions and resolutions and I think that we

         19  need to go full steam ahead on this issue.

         20                 And finally, sir, my good friend and

         21  colleague, Joe Addabbo was able to see that New York

         22  City is the first.  It is our destiny to be the

         23  first in protecting the people of a, of our great

         24  country. New York City has always lead the way and

         25  it is not only our destiny but our national
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          2  responsibility to be the first of the first in

          3  protecting the working people of New York City and

          4  America as a whole.  Thank you, sir.

          5                 CHAIRPERSON REED: Thank you very

          6  much.  As I'm listening to all the comments here,

          7  I'm hoping that we're not going to follow this past

          8  with the Administration and I don't think so of the

          9  work that we did around predatory lending.  I don't

         10  think so but I just, deja vu is happening here and I

         11  think that, you know, your statement about leading

         12  the country, we did a terrific job on that

         13  legislation and it's a pity that the Mayor was able

         14  to stymie those efforts based on his reading of

         15  this, taking away, diminishing his authority.

         16                 But nevertheless, we're going to

         17  continue to try to do that.  I think the issue and I

         18  don't know, Ms. Shelton, are you aware, what is the

         19  average loan?  The amount of the loan?  Would you

         20  have any idea what that is?

         21                 MS. SHELTON: Around $100.

         22                 CHAIRPERSON REED: Around $100.

         23                 MS. SHELTON: It's a small loan.

         24                 CHAIRPERSON REED: Yeah, it's a small

         25  loan.
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          2                 MS. SHELTON: It's more than, it's

          3  like between $100 and $200 but it's, I think, less

          4  than a hundred.

          5                 CHAIRPERSON REED: It's sort of

          6  reminds me of these ATMs that charge you $3 to take

          7  $20 which is something else we might want to be

          8  taking a look at.  But I know that the last member

          9  of the Council, of the Committee, who wanted to

         10  speak was Council Member Barron and we are, as I

         11  said, going to have other testimony. Council Member

         12  Sears had given us a written statement.  She's in

         13  full support of this legislation so Council Member

         14  Barron.

         15                 COUNCIL MEMBER BARRON: Thank you, Mr.

         16  Chair.  I just wanted, you commented on what I was

         17  going to speak to in that the Mayor, there's no

         18  reason why he shouldn't be on board with this one

         19  and not tie us up in court.  There's no threat to

         20  the Administration's authority here.  This is really

         21  a bill that protectors, protects those who are most

         22  vulnerable.  Particularly, in communities like East

         23  New York and Brownsville and Crown Heights, Harlem,

         24  South Bronx, Jamaica.

         25                 These are communities that don't have
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          2  access to capitol, are already victimized by red-

          3  lining and predatory lending in the larger sense so

          4  I think that the Council's right on time under your

          5  leadership and the prime sponsors and all of us co-

          6  sponsors of this bill.  This is a bill that really

          7  protects the most vulnerable in our City and

          8  certainly, we gone (sic) through so much during this

          9  holiday period, this would be a great gift to our

         10  community.  I want to commend both of the prime

         11  sponsors and all the co- sponsors and we should

         12  expeditiously get this thing passed.  Thank you very

         13  much, Mr. Chair.

         14                 CHAIRPERSON REED: Thank you very

         15  much, Council member and again I apologize, I don't

         16  see any reason to continue to hold the hearing.  We

         17  were told that the woman from the State Banking is

         18  delayed, won't be able to be here til 2:00.  I'm

         19  looking forward to hearing from them and the

         20  Department so thank you, Ms. Shelton, for your

         21  testimony.  Unless I see anyone else here, this

         22  meeting is adjourned.  Thank you.

         23                 (Hearing concluded at 1:45 p.m.)
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