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Are You Secured? |l tds the Little Things
Seemingly minute errors in a UCC -1 financing statement can have significant repercussions to
a creditords security interest. Recently, a United |Sta
the absence of the abbreviation fAlnc.0 from the debjtor
dered that financing statement ineffective to perfelct
the would -be secured creditor completely unsecured.
I n that case, the debtor (ATyringham Hol dings, | nc.|0)
consigned to it by a creditor (fAiSunad). Suna hel d a se
and attempted to perfect the security interest by filing a financing statement with the Virginia
State Corporation Commission. The financing statement covered 65 pieces of jewelry totaling
$310,925.00, and it listed the debtords name as ATy[rin
the debtor filed for Chapter 11, the creditors6é commit
trying to free up as many of the debtorédés assets as| po
Accordingly, the committee chall enged Sunal06s
fi ARELATIVELY that time. An official UCC search certified by the Virginia State Corporation
MINOR ERROR IN A Commi ssi on revealed a search conducted wunder
FINANCING ingS, Ihcf) Wh|Ch d|d "'A”Aﬂ"l S~ S
STATEMENT LEaDs [hancing statement. Suna performed other
UCC searches which did disclose the exis-
TO A SECURITY . A
tence of the creditord me nit ,
INTEREST however such searches featured methodol-
BECOMING ogy that was different than the official
UNPERFECTED . O search certified by the Virginia State
Corporation Commission.
Generally, where a filed financing statement is required to
perfect a security interest, the name of the corporate debtor,
as indicated on the public reco ‘s jluri
of organization, must be listed on the financing statement for
it to be valid.
(continued on page 5)
Bi I | ali med at ending O6abusived |cr
Wedre a nati on a vitewdolledtfrom patients. In auction site. Another is
medical debt. Online auctions the auctions, agencies and medipent.com.
are a proven method for others buy the debt outright, The owners of the sites say
matching buyers and sellers. or provide guaranteed pay- collection firms are checked
Voila: Online sites where ments to hospitals for access out to make sure their tactics
hospitals can sell patient debt to the unpaid accounts, the are appropriate and in keep-
at auction. WSJ reports. ing with hospital require-
Traditionally, hospitals have ARxChange.com & shorthand ments. Hospitals have final
worked with collection agen- for fAaccount s r e sayoverwho bids on their
cies, with the agencies keep- c h a n gdeis one popular accounts and doné6t| al

ing a percentage of whatever award the contract to the
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U.S. Consumer Debt Rises to $2.56 Trillion

(continued from page 1)

Economists forecast an increase of $6 billion in
consumer credit for March, according to the
median of 34 estimates in a survey conducted
by Bloomberg News.

By category, revolving debt such as credit
cards rose $6.3 billion during March and non
revolving debt, including auto loans, increased
$9 billion for the month, according to the Fed's
statistics.

Household Spending

Total borrowing, a key element of consumer
spending, increased at a 7.2 percent annual
rate in March after rising at a 3.1 percent pace
during February, the Fed said.

Household spending grew at the slowest pace
since the 2001 recession in the first quarter,
according to Commerce Department statistics.
Consumer spending accounts for about two
thirds of economic growth.

A Fed report two days ago showed the propor-
tion of banks making it tougher for companies
and consumers to borrow approached a record
in the past three months.

About half of U.S. banks said they tightened
terms on existing home  -equity loans, mainly
because of declines in home values below ap-
praised values, as well as increased defaults
and changes in borrowers' finances, according
to the Fed's quarterly survey of senior loan offi-
cers released May 5.

Late Payments

A few years back banks would lend to anyone
who could fog a mirror," said Richard Yamarone,
chief economist at Argus Research Corp in New
York. "Now, banks are reluctant to lend to
anyone."

Overdue payments at the six largest U.S. credit
card lenders reached the highest point since No-
vember 2004, according to data compiled by
Bloomberg. An average of 4.11 percent of loans
were at least 30 days late in February and

March, according to reports filed by American
Express Co., Bank of America Corp., Capital One
Financial Corp., JPMorgan Chase & Co., Citi-
group Inc. and Discover Financial Services.
General Electric Co. will stop writing new con-
sumer loans for recreational vehicles in North
America because financial returns are too low,
the Fairfield, Connecticut -based company an-
nounced May 5.

In response to criticism from Congress, the Fed
released a proposal May 2 to prevent ~“unfair

or deceptive" credit -card lending. The rules
would bar rate increases on existing balances
and prohibit so
often results in higher finance charges for cus-
tomers who don't pay off their balances each
month.

Source: Vincent Del Giudice, Bloomberg
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Firm Supports Charity at Boston Marathon

)
&
2

Children’s Hospital Boston
The first place for children

Robert Saldutti, Principal of Saldutti, LLC, ran in the Boston Marathon
in support of charity for the Chi

Mr. Saldutti, an avid runner, completed the 26.2 mile journey in the
112th edition of the marathon held on April 21, 2008. By completing
the race, Robert was able to raise money on behalf of the firm for
childrendéds hospital

Saldutti has now completed the London, Chicago, New York, Boston,
and Philadelphia Marathons.

| dr en
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Consumer Bankruptcies Jump 47.7%

Bankruptcy filings by U.S.
consumers jumped 47.7 per-
centin April from one year
ago as families cope with
fallout from the subprime
mortgage crisis, the Ameri-
can Bankruptcy Institute
said on Friday.

The 92,291 bankruptcy fil-
ings in April also marked an
increase of 7 percent from
March."

The sharp spike in consumer
bankruptcies reflects the
growing financial stress
faced by American families,
saddled with household debt
and mortgage woes," said

Samuel Gerdano, executive
director of the institute. "We
expect consumer bankrupt-
cies to top 1 million new
cases this year."

()

For all of 2007, there were
850,912 U.S. bankruptcy
filings, up 38 percent from
2006.

The all -time high of more
than 2 million consumer
bankruptcy filings occurred in
2005, just before the federal
bankruptcy law was reformed
to make it more difficult for
consumers to discharge their
debt under Chapter 7 of the
law.

Some Demaocrats in Congress
this year unsuccessfully
sought another change in the
federal bankruptcy law to let
bankruptcy judges reduce
mortgage amounts to reflect
the current fair value of a
home. That move was op-
posed by Republicans and
the banking industry.

5. Consumer bankruptey filings, 1980-2005
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2006.
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Federal Reserve Board.




CREDITOR, COLLECTION & BUSINESSNEWS PAGE 5

Are You Secured? (Cont.)

Whil e Suna believed that the term Al nc. o0 was nothi
the failure to include the word made the financing
own certified search did not reveal the existence of such security interest.

The court reasoned that dAwhile the application of t
situations where it appears that a relatively minor error in a financing statement leads to a security in-

terest becoming unperfected, it is not that difficult to ensure that a financing statement is filed with the
correct name of the debtor. Little more is asked of
name, according to the statute. o The rami fications

are significant.

Essentially, courts are going to be very strict in determining whether or not a creditor complied with the
appropriate statute when trying to perfect a security interest. Such a position makes it imperative that
creditors perform their pre -closing due diligence very

carefully in order to avoid the unfortunate situation of losing their status as a perfected secured credi-

tor.

nancing statement and avoid the problem confronted in
Tyringham.

Recent changes to the Uniform Commercial Code provide, in the vast majority of cases, for filings
against companies based on their place of formation (i.e., their
state of incorporation). Proper due diligence should include a
review of state web sites or formation documents (e.qg., certifi-
cate of incorporation) to verify the proper jurisdiction to file UCC
financing statements. That same due diligence will result in veri-
fication of the proper name of the debtor to include on the fi-
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Lending Industry
Calendar

New Jersey Association of Mortgage
Brokers Conference
September 23 -25, 2008
The Borgata Resort Hotel
Atlantic City, New Jersey

Pennsylvania Association of Mortgage
Brokers Conference
November 9 -11, 2008
The Hotel Hershey Lodge
Hershey, Pennsylvania

10th Annual Strategies for Success in
Lending Conference
December 2 -4, 2008
The Ritz -Carlton
New Orleans, Louisiana

oUnder water 6

Federal Reserve Board Chairman Ben S. Bernanke
came close to endorsing a bill the House of Repre-
sentatives is scheduled to vote on that would allow
the Federal Housing Administration to
refinance borrowers with "underwater"
mortgages.

€

P‘m‘?

Ype

The House Financial Services Commit-
tee approved an FHA refinancing bill
(H.R.5830) by a46 -21 vote May 1
that offers investors/servicers an
option to refinance an underwater
mortgage into an FHA  -insured loan if they agree to
write down the loan amount to 85% of the current
appraised value.

2

Ben Bernanke

Mo r
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Perfect non-aggressive healthcare collections

Over the last several months,

the hospital industry has come
under particularly intense pres-
sure to cut down on bad  -debt
ratios. Not only are high bad -
debt levels a major drain on
performance, they're often seen
as a sign (by, say, ratings agen-
cies and Wall Street) that the
hospital doesn't have its act to-
gether.

So how can financial leaders re-
spond? Well, lots of ways, of
course, including:

* Doing a better job of  qualify-
ing patients for state and federal

programs that can cover a sig-
nificant portion of their bills.

* Making it easier for patients
to pay their bills (as with
recent addition of an online bill
payment option ).

* Collecting more money up
front before delivering non -
emergency services.

* |nstituting collections efforts,
ei-

ther en masse or by  targeting

Tenet's

patients most likely to pay

As you'll probably agree, these
methods range widely in ag-
gressiveness, from helping the
patient file paperwork to full -
scale pursuit of their assets.

Now, any one of these tactics
might cut down bad - debt ratios
overall. And depending on how
they're handled, they may or

may not discourage the patient
from choosing your facility

again. The thing is, you've got a
couple of powerful forces work-
ing against you that argue for
perfecting more -gentle tactics.

First, the U.S. economy remains

wobbly at best, with jobs going
away while gas and food prices

The study also found that:

e The average mortgage
balance for those with a
severely delinquent mort-
gage account was
$131,699 in February
2008, compared to
$124,465 in February
2007

e The states with the most
severely delinquent mort-
gage accounts include:

California
12.4 percent of mortgage
accounts are severely
delinquent

Florida
8 percent of mortgage ac-
counts are severely
delinquent

Texas
6.3 percent of mortgage ac-
counts are severely
delinquent

e Washington D.C. had the
lowest average credit score
for those with a severely
delinquent mortgage ac-
count at 583

are through the roof. Push a pa-
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Credit counseling d Good or bad for collectors?

Consumer Credit Counseling assists would - be bankruptcy filers.

Not everyone with a lot of debt ends up declaring bankruptcy. Some of them aren't eligible to do so.
Others feel strongly that declaring bankruptcy is not the morally correct thing to do - they feel that
they should make every effort to pay their debts.

Some of these people turn to consumer credit counseling. Non - profit credit counseling organizations
do not lend money to the person in debt. Rather, they work with the debtor's creditors to try to work

out a reduced payment plan, a consolidation of debt, or a reduction of interest rates or late fees, thus

making it possible for the debtor to repay his or her debts over a period of three to five years. The

debtor makes a single payment to the counseling service. The counseling service makes payments to

the creditors.

Non - profit credit counseling services were "invented by" some of the major credit card companies and
are funded by donations from creditors. The creditors realize that they are better off working with
debtors who want to pay them back rather than making it harder for them to do so. They count on

the counseling services to teach people about debt management and budgeting.

The counseling services also relieve the creditors of the additional work necessary to collect debts.
It's important to note that many creditors make a notation on the debtor's credit report indicating
that the debt is being managed by credit counseling.

How Do Lenders View Credit Counseling Services?

Some lenders look at use of credit counseling services as similar to a Chapter 13 bankruptcy because
both can entail a payment plan and re -negotiation of debt payments. So, in some cases use of such
a service can be a negative.

However, many lenders recognize that if a person is attempting to handle debt responsibly, then that

person probably takes financial commitments seriously. Again, the lender must look at the "big pic-

ture." In general, in order to get a mortgage the borrower must have a 12 -month history of paying
on time and a letter from the counseling service stating that purchasing a home will not interfere with

the repayment plan.

Source: Brokeruniverse.com

Information contained in this publication should not be construed as legal advice or opinion, or as a substitutefof toeiesl. The enclos
materials may have been abridged from other sources. They are provided for educational and informational purpasg®otbediarts may b

interested in the subject.
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