
NEWS INDEX

COLLECTION
TECHNOLOGYNEWS

NOVEMBER 2003   VOL. 5, NO. 2

M&A page 3
Bank of America’s acquisition

of Fleet could leave some
collectors jobless.

OPERATIONS page 5
Cultural differences make

outsourcing overseas difficult.

NOTEBOOK page 6
Some debtors try to wriggle
out of debt by copyrighting

their names to fend off
collectors.

TOOLS page 7
Aspect and Austin join forces

on calling system.

RULES & REGS page 9
The Fair Credit Reporting Act

was passed by the Senate,
potentially relieving collectors

of liability for certain
misinformation.

.
DEPARTMENTS

Dossier page 2
Rumblings page 4

Calendar page 9
Wall Street Watch page 10

Collection Technology News is
published by

 ROYAL MEDIA GROUP
1359 Broadway

Suite 1512
New York, NY 10018

t: 212-564-8972
e: info@royalmedia.com

www.royalmedia.com
2003 © Royal Media Group

All rights reserved

WWW.ROYALMEDIA.COM

Continued on page 11

ARBITRATION-SOFTWARE
DEVELOPMENT ABOUNDS WITH
VOLUME OF CASES

SECURITY ISSUES GET
RISKY IN OFFSHORE
OUTSOURCING

COMINGS & GOINGS

• Debt Resolve Inc. named
Alan M. Silberstein as
president and chief operating
officer.

See page 8
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A rise in arbitration between lenders and debtors
is taxing collection operations to the point
where attorneys are rebuilding their software to
manage the workload.

At least three collection law firms have built
arbitration components to their
case-management software
systems. Meanwhile, other law
firms are customizing their off-
the-shelf systems purchased
from vendors such as Hubbard
Systems.

More than 70% of 250 large
corporations surveyed by the
National Arbitration Forum
said they have used arbitration
to resolve disputes over the last
three years. The growth of arbitration has been
spurred by the rising burden of U.S. civil
litigation, a cost that now approaches $200
billion to $300 billion annually, according to a
recent study. Ronald M. Abramson, a collec-
tion lawyer and partner at Wolpoff &
Abramson LLP, which has about 600 employ-
ees, said arbitration is becoming prevalent in
collection dispute resolution, too.

Rockville, Md.-based Wolpoff & Abramson is
among those firms that have added arbitration-
management capabilities to their proprietary
software. Wolpoff & Abramson’s 10-person IT
department built its arbitration module. The
arbitration module of Atlanta-based Mann
Bracken LLC’s system, for example, selects,
scores, services, and tracks each arbitration case.

Mann Bracken has also overhauled its existing
proprietary collection system, because no off-

As information privacy laws grow more strin-
gent, sending account information to overseas
call centers is becoming riskier, analysts said.

That’s why many companies that use overseas
outsourced labor are creating their own subsidiar-

ies, rather than using an existing
service, said Carrie Lewis, a senior
analyst in technology management
strategies at Yankee Group, a
Boston-based research company.
Companies with a dedicated labor
force will have employees who are
less likely to compromise their
jobs for stealing private informa-
tion, she said.

STC Solutions Inc. announced
the creation of a 1,000-agent call

center in Manila on Oct. 20, which will collect
debts from U.S. citizens. The company has
established strict guidelines and policies to keep
its account holders’ information as private as
possible, while not eliminating the 30% cost
savings that STC will reap from having the
center outside the U.S., company Chief Execu-
tive Lance Rosenzweig said.

All private information is stored in databases at
the company’s Los Angeles offices, and is
encrypted as it is sent to Manila via a private
network, said Abby Hossein, STC’s chief
information officer. At the call center, agents
must log on to access the systems.

The company also monitors its workers through
computer screen and voice recording systems
and web cameras set up throughout the office.
STC goes so far as to prohibit agents from
having pens and paper at their desks to prevent
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DATA FURNISHERS TO GET SAFE HARBOR, IF CONGRESS ACTS FAST
Collectors breathed sighs of relief Nov. 5, as a
limited liability amendment to the Fair Credit
Reporting Act moved a step closer to becoming
law. But there was still concern that what
appears to be the light at the end of the tunnel
could be an oncoming train, in the form of a
Congressional recess.

Following the House’s lead, the Senate over-
whelmingly passed a bill amending the FCRA,
including one amendment that establishes a safe
harbor for collectors that act as third-party data
furnishers for creditors.

Under the current FCRA, data furnishers are
exclusively liable for the accuracy of dates of
consumer delinquency included in a credit
report.  The problem is that credit issuers,
which are often the first to key that data before
passing it on to contracted firms, bear no such
liability. The Senate amendment limits the
liability for collectors that report inaccurate
dates of consumer delinquency based on
information provided by a credit issuer.

“We’re very pleased about that,” said Jenifer
Loon, director of government relations for ACA
International, The Association of Credit and
Collections Professionals, “That’s one of the
biggest wins for our industry.”

ACA International lobbied the Senate banking
committee to include the amendment, which
ACA helped draft. The House had already
passed its bill before the industry group took
up the cause.

Now, however, the big concern for collectors
and creditors alike, is whether Congress can
conference the House and Senate versions of the
bill in time to renew current FCRA rules that
provide federal preemption of state laws that
govern credit reporting. Those rules are set to
expire Jan. 1, meaning that Congress must have
a final version for President Bush to sign before
the legislative session ends, which is expected to
be by Nov. 21.  Both the House and Senate bills
extend the preemption rules, but contain other
minor differences that must be hashed out.

If the Federal preemption provisions are permit-
ted to sunset, any or all 50 states could institute
their own regulations, sending credit markets
into disarray. Collectors would face a plethora
of new compliance standards for disclosing
notices of denial of credit, credit prescreening,
the length of time delinquencies must stay on a
consumer credit report, and other issues.

“Without preemption, credit rules will be a
proverbial free-for-all,” said attorney
Michael A. Klutho, of the Minneapolis law
firm Bassford Remele. “This is a big-
picture issue, because we’re a consumer-
driven economy.”

The expense of complying with so many new
regulations could undermine the entire national
credit reporting industry, said Klutho.

Lenders now voluntarily submit consumer
information and payment history to national
credit bureaus that maintain centralized
databases. The increased regulatory risk
state laws would create could be prohibitive
for both parties. If the national reporting
system disintegrates, it will make access to
credit more difficult for consumers, espe-
cially when they move across state lines.

“Right now you can just go and buy a car
by giving information like your Social
Security number,” said Klutho. “You won’t
be able to do that. We’ll go back to the old
form where the dealer would have to check
your employment status and credit back-
ground. That will take weeks.”

The extension of federal preemption rules
passed by huge majorities, (392-30 in the
House, 95-2 in the Senate), suggesting that
most members of Congress understand the
bill’s importance. Still, debate over other
amendments, could cause a delay on the Hill.

“There aren’t huge differences, so I would
not expect a protracted conference,” said
Loon. “But I’ve learned never to say never
with legislation.”

Rules & Regs

CALENDAR

Dec. 3-5
CBA 2003 Student
Lending Conference,
Crystal Gateway
Marriott, Arlington,
Va. www.cbanet.org

2004

Jan. 21-23
Thomson Financial’s
Mortgage Technology
Conference, Hotel
Intercontinental,
Miami.
www.tmconferences.com/
conferences/MT04/
Call 800-803-3424

Feb. 4-6
Debt Buyers’ Asso-
ciation 7th Annual
Conference, Caesars
Palace, Las Vegas.
Call 562-903-7222

Feb. 22-24
Royal Media Group’s
Subprime Summit,
Hilton Torrey Pines,
La Jolla, Calif.
www.royalmedia.com
Call 800-320-4418

March 17-19
Thomson Financial’s
8th Annual National
Collections & Credit
Risk, New Orleans.
Call 800-803-3424

March 21-24
NACHA Payments
2004, Washington
State Convention
Center, Seattle.
Call 703-561-3960

April 21-23
ACA International’s
Internet & Check
Services Expo,
Wyndham Resort,
Miami Beach, Fla.
Call 952-926-6547




