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SENATOR MYRI E:  Good norni ng, everyone.

Al right. So, firstly, let nme thank
everyone for taking the time to be with us this very
wi nter nmorning in Al bany.

| want to especially thank nmy col |l eague and
chair of the Consuner Protection Committee,

Senat or Rachel May.

As well as ny coll eagues, we are joined
currently by Senator Dean Murray and the witnesses
who have taken the tinme to be with us this norning
at this hearing, a joint hearing between the Codes
and Consumer Protection Commttee, regarding
white-collar crime and patterns that we are seeing
in fraud.

Now, we know that New Yorkers are in a
cost-of-living crisis.

The legislature has rightfully focused a | ot
of energy on making life nore affordable, and w |
continue to do so.

But there is a dinension of this
affordability crisis that we do not tal k about
enough, and that is:

The cost of being defrauded, the cost of
bei ng overcharged, and havi ng no recourse;

The cost of seem ngly insurnountabl e student




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N -+ O

| oan paynments with no way out;

The cost of losing your life savings to a
crypto schene;

The cost of |osing your hone in an opaque
forecl osure proceeding;

The cost of having your wages stolen by an
enpl oyer;

To put it plainly, the cost of being scamed.

Now, here in New York, we like to think we
know a scam when we see one. But | want to take a
nmonment to focus on the student |oan industry.

More than 2 mllion New Yorkers carry student
| oan debt worth over $96 billion. 1In New York City
al one, roughly, one in nine borrowers are
del i nquent, and in The Bronx that nunber is closer
to one in seven.

So | ast Decenber, as chair of the Codes
Commttee, | sent detailed inquiry letters to
conpani es across the student | oan servicing
i ndustry, and | asked strai ghtforward questions
about their practices serving New York borrowers.

| offered confidentiality protections. Said
| woul d accept docunents in phases. | tried to be
as accommodating as a |l egislative body can be.

So let ne talk to you about what we got back.
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| have four letters today, representing
four conpanies that touch virtually every student
loan in the state of New York. And not one of them
not one, was willing to answer basic questions about
how they treat the people whose | oans they service.

l"mgoing to start with Navient.

At its peak, Navient, formerly Sally Mae, was
the | argest student |oan servicer in the
United States: 12 mllion borrowers and over
$300 billion in federal and student private | oans.

The Consumer Financial Protection Bureau
found that Navient steered 1.5 mllion borrowers
into costly forbearances instead of the affordable
repaynent plans that they were entitled to. That
added up to $4 billion in unnecessary interest to
t heir | oan bal ances.

Navi ent was pernmanently banned from f ederal
student | oan servicing and ordered to pay
$120 mllion.

Additionally, 39 state attorneys general, |ed
by our New York attorney general, reached a separate
$1.85 billion settlenment. And, currently, Navient
has 41,000 formal conplaints in the CPFB [sic]
dat abase.

That bureau's own enforcenment director said
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Navient's practices resulted in mllions of
borrowers needl essly defaulting on their |oans.

So with that record, | wote to them and
asked for information related to their custoner
comuni cation, their personnel training, conpliance,
and any renedi ation or coercive practices that they
were trying to correct.

And here's what they said, and |'mreading
directly fromthe letter:

"Navient has largely exited the student |oan
servi cing business. Navient outsourced the bul k of
its remai ning services' functions to an organi zation
named MOHELA. But we woul d be happy to answer any
further questions at the commttee's convenience."

But they did not answer any of our questions,
and they declined to attend today's heari ng.

A conpany pernmanently banned fromits own
i ndustry, with $2 billion in combi ned penalties, and
their answer to the New York State Senate is: W've
left. Ask soneone el se.

So we did.

| wote to Earnest, Navient's private | ending
armthat originates and services private student
| oans. It was acquired by Navient and operates as a

subsidiary of the same corporate famly; the sane
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parent conpany, the sane | eadership structure.

And here is what Earnest said:

"Earnest is an affiliate of Navient, and
Ear nest outsourced a substantial portion of its
servicing functions to MOHELA. "

They al so said, "W would be happy to answer
any further questions at the commttee's
conveni ence. "

But they did not answer our questions, and
they declined to attend today's heari ng.

And then there's Aidvantage, a subsidiary of
Maxi nus, one of the | argest government contractors
in the country.

And when Navi ent was banned from federal
servicing, it was Maximus, doing business as
Ai dvant age, that picked up the portfolio. Together,
they directly managed student debt held by nearly
13 mllion borrowers and hold over $800 million in
department of education contracts. Aidvantage al so
runs the servicing platformfor every federal
student | oan borrower in default.

It is, by many neasures, the |argest student
| oan conpany in the world, and its record?

The departnent of education withheld

$2 mllion from Ai dvantage for failing to send
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timely billing statenments to 758, 000 borrowers.

| nvesti gati ons have docunented evi dence of sl oppy
servicing, unfair debt collection practices,

unl awf ul wage garni shment, and i nproper seizure of
tax refunds fromborrowers in default.

A federal judge held the Secretary of
Education in contenpt of court because Maxi nmus
failed to stop garni shing the wages whose | oans the
government had al ready agreed to cancel.

| sent Aidvantage the sane inquiry | sent to
others, | invited themto testify at today's
heari ng, and here was the response we received just
| ast week:

"“Maxi mus Education, LLC, doing business as
Ai dvantage, is a contractor on behalf of the federal
student aid for the servicing of departnent of
education-owned loans. Inquiries related to
servicing federal student |oans should be directed
to the departnent of education.

"“Accordingly, we will not provide testinony
regardi ng student | oans."

The | argest student |oan conpany in the
world -- 13 mllion borrowers, 800 mllion
government dollars in contracts -- and their answer

to the New York State Senate is: "W will not
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provide testinmony." Talk to soneone el se about the
very thing the federal governnment pays themto do.

And we heard about MOHELA, the
hi gher - educati on | oan authority of the state of
M ssouri, that currently has the portfolios from
Navi ent and Earnest.

W wote themthe same letter, and their
response to us was to speak to the trade
associ ation. No docunents, no point of contact, no
production pl an.

8 mllion borrowers they have, $1.1 billion
i n taxpayer noney, and their answer is: Talk to
soneone el se.

Navi ent says: W have left. Ask MOHELA.

Earnest says: W're with Navient. Ask
MOHELA.

Ai dvant age says: Talk to the federal
gover nnent .

MOHELA says: Talk to our trade association.

No one is accountable, and the borrower is
the one that is trapped inside.

But here's why we're here today: This is not
uni que to the student |oan industry.

This is how powerful entities get away with

getting over on regul ar peopl e:
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Creating webs of affiliates and
subcontractors and transfers. Moving the portfolio
bef ore anyone can pin it down. You point to the
| ast conpany. The last conpany points to the next
conpany. The next conpany points to the regul ator.

And the result is: No one sits before the
| egi sl ati ve body and answers for what happens to the
peopl e that they are supposed to serve.

| f a single New Yorker had been fined
billions of dollars, permanently banned fromtheir
prof ession, sued by nultiple federal agencies, and
found to have harned mllions of people, and then
refused to answer questions, we'd say they're
pl aying by a different set of rules and operating
outside of the | aw.

But when it's a large corporation or
financial institution or sophisticated digital
operation, we | ook the other way.

Sol will close, so we can get to the hearing
testinmony, with a date: 1986.

There are a | ot of great things about that
year, including that it was the year | was born.

But it's also the last tinme that New York
significantly updated its white-collar crine

st at ut es.
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That is the legal franework we are working
wi th today.

Thi nk about what the world | ooked like in
1986: No Internet. No email. No smartphones. No
online banking. No algorithmc credit scoring. No
digital nortgage applications. No student | oans
securitization market. No service portfolios. No
cryptocurrency. No blockchain. No Zelle. No
Venno. No digital paynent networKks.

That is the world our fraud statutes were
built to serve 40 years ago.

Since then, our federal securities |aws have
been updat ed, our banking | aws have been updat ed,
our consuner protection |aws have been updated, our
cybercrine statutes have been updated; but not our
core crimnal fraud provisions, not the penal |aw.
Those are still stuck in 1986, and that is a choice.

Bad actors know this. They' ve operated for
decades, knowi ng that our fraud statutes cannot
reach them That what they were doing may | ook bad,
may sound bad, may feel bad; but the |law, as
witten, has |left them untouchable, while
New Yorkers, literally, and figuratively, have noney
taken out of their pockets every day.

Every doll ar extracted through deceptive
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servicing, every dollar inflated in a w ongful
forecl osure judgnment, every dollar stolen froma
wor ker' s paycheck, and every dollar m sappropri ated
in adigital schenme is noney taken fromfanmlies
al ready stretched to the breaking point.

New Yorkers are getting scamred every single
day. It's time we do sonething about it.

And with that, | will pass it to the chair of
t he Consumer Protection Committee to offer sone
openi ng remarks, and then we will conmence with the
heari ng.

Thank you.

SENATOR MAY: Well, thank you, Chair Mrie,
and thanks to everybody who is here.

| guess | should thank Senator Myrie for
making ne feel really old --

[ Laught er. ]

-- because, 1986, | was already well into
adul t hood.

But | do want to thank you for being a
partner in this hearing.

As chair of the Consumer Protection
Committee, we -- we have a lot of bills in our
committee about fraud and scans, and we are dealing

with this all the tine.
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| was the chair of the Commttee on Aging for
four years. And that's -- | know we will be hearing
about elder fraud here, which is -- which is
pervasive and growing. And | find nmyself targeted
by those fraudsters all the tinme as well. And
it's -- people are terrified.

The thing about when you -- as Senator Mrie
was sayi ng, you know, people expect prices to go up,
t hey expect things to be expensive. But they don't
expect to be scanmmed, they don't expect to be
defrauded, and they don't expect just noney to
di sappear for no apparent reason. And it's
terrifying, and people feel destabilized and they
feel hel pl ess.

And those kinds of events, even if it's a
smal | er amobunt of noney than the noney that they
m ght be struggling with because their utility bill
went up, if it is sonmething where they feel |ike
t hey' ve been abused or mi streated or scammed, then
they get that much -- it's that nuch harder, it
feels like a much bigger hit.

| also want to say, Senator Myrie tal ked
about the student | oan industry, and that's
something we're working on in ny commttee, is

trying to protect private student | oan borrowers who




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N -+ O

15

have private student | oans.

But you nentioned that there had were
41,000 formal conplaints at the Consuner Financi al
Protecti on Board agai nst Navi ent.

One of the things that we're dealing with
right now in New York State is that the federa
government and the Trunmp Adm ni stration have nade an
all -out attack on the Consuner Financial Protection

Board. And the estimate is that that has cost

consunmers $19 billion just in the |ast year alone
because of the -- essentially, the dem se of that
board as a -- as an active participant in hel ping

consuners deal with these big corporations that are
not responsive.

If they're not going to be responsive to a --
you know, a state senator who chairs a powerfu
committee, then they're not -- definitely not going
to be responsive to the individuals who have filed
t hose conpl ai nts.

And so it isn't an accident that we are
having to do this in 2026, when the federa
government has conpletely abdicated its role in
protecting consuners.

And so we need to do it here at this -- in

this state.
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And I"'mreally grateful to all of you who are
here, to help us figure out the best ways to do
t hat .

And | won't take any nore tine, except just
to say, I'mlooking forward to hearing fromall of
you. And we will definitely take what you have to
say to us, and rmake sure that we're using it either
to advance existing legislation or to inprove the
| egi sl ation that we've got on the books right now,
so that we can help the consunmers of this state fee
i ke they are being protected even when the federal
government is not in their corner.

Thank you.

SENATOR MYRI E:  Thank you, Chair May.

And we will commence with the hearing.

W are first starting with a nunber of
gover nnent panel s.

In the first panel, if you can introduce
your sel ves before you speak, you will each be
allotted five mnutes, and then we will have some
guestioning that | think will be around that tine.
W're alittle flexible today.

And so, | don't know anobngst the lottery who
wanted to go first.

kay. And so we'll start with
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M. O Mlley.

And t hank you again for being here today, and
t hank you for your testinony.

GABRI EL O MALLEY: Good norning, Chair Mrie,
Chair May, and Senator Miurray, and all other nenbers
of the New York Senate.

The departnent of financial services
appreci ates the opportunity to subnmt testinony
t oday.

My nanme is Gabriel O Mall ey.

Since |ast March | have been the executive
deputy of DFS' s Consuner Protection and Financi al
Enforcenent Division. It's known as " CPFED'
colloquially, and so | nmay refer to us as that in
t he testinony today.

The departnent regul ates the activities
of approxi mately 3,000 banki ng, insurance, virtual
currency, and other financial institutions, with
assets totaling nore than $9 trillion. This
i ncl udes over 1200 depository and non-depository
financi al service providers, and nearly
1800 i nsurance conpani es.

Last year, DFS provided over $350 mllion to
the State and New Yorkers through restitution to

consuners and health-care providers, penalties paid
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to the state general fund and DFS assessnent revenue
reappropriated to other state entities.

The departnent's operating expenses,
importantly, are assessed upon regul ated entities
and are not a cost to New York taxpayers.

Under Governor Hochul's | eadership, DFS has
secured, roughly, 760 -- excuse ne -- $765 mllion
for consumers, addressed nore than 200, 000 consuner
conplaints, and issued 134 enforcenent actions, and,
finally, collected nore than $517 million in
enf orcenent penalties.

DFS' s Consumer Protection and Fi nanci al
Enf or cenent Division, which |I oversee, is conprised
of six units.

The attorneys and staff of CPFED s G vil
| nvestigation Unit, known as "ClU," investigate
civil financial fraud and viol ations of Consuner
Protection and Fair Lending | aws, and viol ations of
the New York financial services |aw, banking |aw,
and insurance |aw, and regul ati ons pronul gat ed
t her eunder .

Qur ClU attorneys and staff conduct
i nvestigations, they formlegal conclusions, and,
ultimately, they resolve those investigations

generally in one of two ways: Either through an
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agr eed- upon consent order with an entity or
i ndi vidual, or through the filing of a statenent of
char ges.

Under Governor Hochul's | eadership, ClU has
t aken robust action to address wongdoing in
New Yor k.

For exanple, DFS brought its first actions
agai nst cryptocurrency conpanies, including
Robi nhood Crypto, Coi nbase, Bl ock, and Gem ni,
securing penalties and agreenents to renediate, to
ensure conpliance with state | aws and regul ati ons.

The departnent was also the first regul ator
to take action concerning Binance, ordering Paxos to
cease mnting Paxos-issued BUSD

Not ably, pursuant to a settlenent with DFS in
2024, Gem ni Trust Conpany returned nore than
$2 billion worth of digital assets to consuners
after failing to protect themfromalleged fraud by
an unregul ated third party.

Gemni also paid $37 mllion in a penalty to
resol ve that action, and to resolve their |aw
vi ol ati ons which threatened the safety and soundness
of the conpany.

In the past year alone, CIU s work has

resulted in, roughly, $90 mllion in penalties, with
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changes mandated to vari ous aspects of businesses,
i ncl udi ng safety and soundness, anti-noney

| aunderi ng, consumer protection, virtual currency,
and cybersecurity conpliance.

CPFED s Consumer Examinations Unit is
responsi bl e for conducting fair |ending, conpliance,
and New York Comunity Rei nvestnent Act
exam nations; overseei ng the Banki ng Devel opnment
District Program and registering and supervi sing
consuner credit reporting agencies; anong ot her
wor K.

"CEU," as it's known internally, also houses
the departnent's Student Protection Unit, which is a
wat chdog for New Yorkers.

The SPU | i censes and exam nes student | oan
servicers; inportantly, mnediates consuner
conpl aints; and provides clear information to
students and their famlies so they can nake
i nformed financial choices around their education.

The Consumer Assistance Unit is the | argest
of CPFED s units. It investigates and nedi ates
conpl aints agai nst regulated entities, as well as
conplaints related to other entities. It also
screens external appeal applications, nanages the

i ndependent di spute resol ution process, and conducts
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outreach and education to consuners.

To give you a sense of the magnitude of
CAU s work, in 2025 al one, CAU received al npost
40, 000 i nsurance-rel ated conplaints. Its work
processi ng and nedi ating those conplaints resulted
in the recovery of nore than $121 mllion for
New Yorkers and providers. And, also, they
processed nore than 5300 non-nortgage-rel ated
conpl aints, which resulted in, roughly, $6 mllion
back to consuners.

A couple nore points, and I'll be brief.

The I nsurance Fraud Bureau, known as "IFP,"
is sonething that | know Acting Superintendent Asrow
tal ked about | ast week. Its focus is on the
detection and investigation of insurance fraud, and
referring those matters for prosecution.

We received nore than 51,000 reports of
suspected i nsurance fraud |ast year, nostly from our
regul ated entities. This resulted in al nost
250 investigations, 169 arrests, and numerous
referrals to | aw enforcenent agencies for
prosecution.

We have rebuilt and nodernized IFP in the
| ast year. W brought on new |l eadership in the top

two positions. W have also increased staff by
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28 percent. W' re doubling down on technol ogi cal
advances as well, to make us nore efficient and
effective. And we're also really focused on
partnering with state police and other |aw

enf orcenment agenci es.

Finally, we have an investigation and
intelligence unit within CPFED. They focus on
potential violations of New York banks and banki ng
| aw, but also the New York Penal Code and potentia
crinmes relating to nortgage fraud. They work
closely with | aw enforcenment agenci es.

And, finally, we have the small but mghty
Hol ocaust O ai ms Processing Ofice, which I know you
all are aware of. HCPO provides institutiona
assi stance to individuals seeking to recover | ost
itens due to Nazi persecution.

And | just have to note that, to date, HCPO
has secured nore than $184 million in offers for
banks, insurance, and other |osses; and has al so
facilitated the return of 356 cultural objects, to
no cost to the recipients and to no cost to the
State of New YorKk.

As reflected in the work that | have
outlined, the departnment is dedicated to ensuring

t hat New York insurance banking, virtual currency,
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and ot her non-bank financial services markets are
fair and transparent from our conpetitors and,
i mportantly, for consuners.

| look forward to answering your questions
t oday.

SENATOR MYRI E:  Thank you.

LAURA CAMPI ON: Good nor ni ng.

| would Iike to begin by acknow edgi ng
Chairs Myrie and May. Thank you for inviting nme to
testify today.

SENATOR MYRI E:  Apol ogi es. Techni cal
difficulties.

LAURA CAMPI ON:  Five mnutes went faster than
| expected.

SENATOR MYRI E:  Yeah, you have -- that is --
you got nore tine than that.

Just give us one second.

LAURA CAMPI ON:  Absol utely.

SENATOR MYRI E: Yeah, let's give her the
full. Thank you very much

Thank you for your patience.

LAURA CAMPI ON:  Not a probl em

Once nore, fromthe top: Good norning.

| would Iike to begin by acknow edgi ng
Chairs Myrie and May. Thank you for inviting me to
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testify today.

Di stingui shed nmenbers of the conmmttee, thank
you for giving ne this opportunity to discuss our
ef forts agai nst wage theft at the departnent of
| abor .

| am Laura Canpi on, deputy general counsel
and associ ate conm ssioner of the departnent of
| abor .

Wage theft negatively inpacts the pockets of
New York's workers and the bottomlines of
busi nesses, creating a ripple effect that
reverberates throughout our entire econony.

Crimnals who steal fromthe pockets of your
constituents nmust be pursued to the fullest extent
of the | aw.

At the departnent of |abor, our
i nvestigators, alongside our nmany partners in | aw
enforcenent, |abor, advocacy, and nore, remain
focused on doing just that; utilizing every tool at
our di sposal.

And we will not rest until stolen funds are
back where they belong; in the hands of hard-working
New Yorkers who rightfully earned them

To that end, | am pleased to informthe

committee that 2025 was a | andmark year in our fight
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agai nst wage theft.

Last year alone, our investigations recovered
nore than $35 mllion in wages and col |l ected
$2.2 mllion in penalties.

And since 2017, the departnent has recovered
and di sbursed nore than 243 mllion in stol en wages.

We attribute part of our success |ast year to
t he enhancenents to our enforcenment capabilities by
t he governor, in partnership with the |egislature.

By giving us the authority to issue warrants
and seize financial assets follow ng unpaid wage
theft orders, we are better arned to go after bad
actors.

This ensures that workers are prioritized,
and enphasi zes the nessage that wage theft will not
be tolerated here in New York State

Again, we do not do this inportant work
al one. There is power in partnership, and
col l aboration has nade it difficult for crimnals to
hi de.

Thanks to Governor Hochul's Wage Theft Task
Force, the departnent continues to work closely with
| aw enforcenent partners, sharing strategies and
information to coordinate our efforts.

The ongoi ng nul ti agency effort includes the
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New York State Attorney General, district attorneys,
the New York State |Insurance Fund, and the
New York City Departnent of Investigations.

Toget her, along with our partners, we
| everage crimnal and civil laws to achieve justice
for workers.

In the spirit of partnership and
transparency, we have given all New Yorkers,

i ncluding the | egislature, unprecedented access to
our work in this space through the Wage Theft
| nvesti gati ons Dashboard.

This interactive online tool provides
conprehensi ve i nformati on on wage vi ol ati on cases,
wages returned to workers, and penalties |evied
agai nst vi ol ators.

What this tool denobnstrates, is the nost
common types of wage theft include failing to pay
the m ni num wage, failing to pay overtine, and
failing to adhere to the Spread of Hours |aw for
servi ce workers.

This is why education is such an inportant
part of our work. W know | aws can be confusing for
sonme enployers. And in sonme cases of wage theft,
we' ve | earned that enployers want to conply. They

didn't know that they were breaking the | aw.
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The departnent regul arly communi cat es about
wage theft, rights of workers, and the
responsi bilities of enployers via social nedia,
newsl etters, through our business representatives,
and nore. We work with enployers, to educate them
about equal pay and pay transparency |aws, and
proactively provide tools and information about fair
and |l awful treatnent of enpl oyees.

Education is key to attacking wage theft at
the root, preventing future violations before they
even occur.

Again, | want to enphasize that partnership
is key in fighting wage theft, and that includes
every wor ki ng New Yorker.

Pl ease encourage our constituents to | ook at
t heir paychecks. And if anything | ooks concerning,
pl ease report it to us imediately and we will | ook
into it.

In closing, | thank our partners, especially
in the legislature, for your continued commtnent to
fighting wage theft, and for due diligence in making
sure that all working New Yorkers receive every cent
that they are owed.

Thank you.

SENATOR MYRI E:  Senat or May.
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SENATOR MAY: Yeah, thank you.

Thank you both for your testinony.

| guess, on that -- on the wage theft issue,
| "' mwondering right now, | assunme that these are
nostly hourly workers, and that we're tal ki ng about
people at the |l ower end of the pay spectrum who
don't have a | ot of power in the whole process.

And |'m just wondering if you're seeing
changes, because so many people are afraid to cone
forward, in -- given the kind of federal inmmgration
enforcenent that we're seeing? |If you' re seeing
changes in the kinds of conplaints that you're
getting?

LAURA CAMPION: | don't know, off the top of
nmy head, if we're seeing any specific changes or
trends.

But what | can say is, the departnent of
| abor, anytinme anyone conmes forward to us, whether
it's, you know, with their nane or anonynously, to
identify that there is wage theft potential, we | ook
into it.

You know, we go into a business. W have the
ability to |l ook at their books and records, and open
it up, because, oftentinmes, it's not a single

i ndi vi dual who is being taken advant age of.
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There's, you know, nultiple enployees.

And we take it very seriously, in terns of
maki ng sure that enpl oyees receive the wages that
they are paid regardless of sort of anything el se.

SENATOR MAY: Ckay, thanks.

And then, M. O Malley, | guess | have a
general question about whether your job has gotten
harder wi thout having a real federal partner in
this, or if you were always conpl etely independent
of the CFPB and ot her consuner protections at the
federal |evel?

GABRI EL O MALLEY: Well, | worked at the CFPB
for 12 years, and was there up until this tinme |ast
year, and, you know, |loved ny tinme there.

What | can say, on a personal note, is that
it's been really inspiring to land at DFS, and be a
part of an agency that is really focused on doing
right by both the econony, but al so consuners.

And t he purvi ew of CPFED covers consuner
protection, and we've continued to be really active
t here.

And that's been -- it's been wonderful, and
| feel lucky to have | anded here.

As to what's happening in Washi ngton on the

federal front, that's sonmething -- not sonething
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that | can control or DFS can control
And so what we're doing, in large part, is
what we' ve al ways done, which is focused on
New York State |aws and regul ations and facts, sone
of which mght result in, you know, federa
vi ol ati ons over which we would have authority as
wel |, and taking appropriate action, whether it be
t hrough supervisory matters requiring attention or,
in many cases, at least in ny group, through
enf orcement acti on.
SENATOR MAY: Ckay, thanks.
So | don't want to conplain, but |ooking at
t he nunbers that you gave, 200,000 conpl aints,
134 enforcenent actions, that's less than a tenth of
1 percent.
| s that because they're just unenforceabl e?
O, like, why would hundreds of thousands of
conplaints not result in enforcenent actions?
GABRI EL O MALLEY: Yeah, that's a great
guesti on.
| woul d say, speaking at a general |evel, not
every conpl aint touches upon a law violation. There
can be m sunderstandi ng that doesn't rise to the
| evel of a |aw violation.

And that's why it's so key that we have CAU
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In the bureau, before -- you know, when it was nore
active, had a consuner response group, because
nmedi ati ng those conplaints actually gets conpani es
to respond. And, oftentinmes, you can work out the
di fference and get noney back to consuners.

VWhat we do do is nonitor the conplaint
trends.

We al so have various other ways of assessing
t he market, including through our supervisory
activity, to understand trends, and try to take
action in those places where we're seeing
significant trends that are either harm ng consumers
or are, for exanple, in the cybersecurity world. |If
there's a particular type of trend that's leading to
a breach, that's sonething that we would want to
dedi cate our resources to because we do have finite
resour ces.

So | would say the |arge nunber of conplaints
i ndicates that there are probl ens.

| do think, CAU, our assistance group, is
doi ng a wonderful job, getting alnost $130 mllion
back to folks.

For the larger, nore systenm c issues, we use
t he enforcenment tool.

SENATOR MAY: And do you track what nost of
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the conplaints are about? Do you have a dat abase
t hat says, you know, nobst people are conpl ai ni ng
about this kind of issue? O --

GABRI EL O MALLEY: Yeah, well, broadly
speaki ng, nost peopl e are conpl ai ni ng about
i nsurance. And within those conplaints there are
certain, you know, aspects of concern -- insurance
that fol ks are conpl ai ni ng about .

And our CAU unit passes that information on
to our insurance division which oversees insurers
and producers. And that's used to inform areas of
expl orati on and exam nati ons.

SENATCR MAY:  And so | had one ot her
guestion that was al so about the -- again, you had
40, 000 conplaints just in CAU

" mjust wondering, like, it would be really
hel pful for us if you were keeping kind of nore
granul ar data about what specific problens people
are conpl ai ni ng about, so that we -- you know, if
there are ways that we can intervene, you know, we
woul d know what are the nost inportant problens out
t here.

GABRI EL O MALLEY: Sure.

SENATCR MAY: W hear from constituents, but

you hear a nuch nore conprehensive |ist of what the
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i ssues are.

So I"'mjust-- do you keep data?

GABRI EL O MALLEY: W do.

And | can certainly take that back, and we
can get back to you with sone nore specific trend
lines.

As | said, the top line is, the vast ngjority
of conplaints are, insurance-related.

And as you all are aware, we oversee the
external appeals process, which includes those
dramati c deci sions, where there's a decision by an
i nsurance conpany to deny coverage in an energency
nonment .

And a consuner is able then to cone to us and
have a decision nade in a very short order, 24 to
72 hours, whether the insurance conpany has to
actual Iy pay.

And that is an essential function that we do,
and al so takes up, of course, a lot of tine --

SENATCOR MAY:  Yeah.

GABRI EL O MALLEY: -- and is very inportant,
because it's tinme-sensitive in --

SENATOR MAY: Are we tal king nedical
i nsurance?

GABRI EL O MALLEY: Yes.
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SENATCR MAY: Car insurance?

GABRI EL O MALLEY: Yes.

SENATCR MAY: Honeowners insurance?

GABRI EL O MALLEY: Medical, yes.

SENATCR MAY: Just nedical insurance.

Ckay. That's really hel pful

Thank you very much

SENATOR MYRI E:  Thank you, Senator May.

Senator Mirray.

SENATOR MURRAY: Thank you, Chai rnan.

And t hank you both for being here.

| would like to start with M. O Ml ey.

Just, | want to put it on the radar, we were
talking off Iine about this; that I'mglad a | ot of
the focus is on insurance.

But we have a problemon Long Island right
now in regards to nortgages and escrow funds being
stolen, to the point of -- let me see -- as far as
t he nunber of cl ains.

So we have the New York State Lawyers Fund
for dient Protection, and that's supposed to
rei nburse anyone that has probl ens.

80 percent -- 86 percent of those clains paid
in 2024 involved real estate escrow funds being

st ol en.
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We're at a point now where they're capping
the clains. It's, | think, $400,000, capping how
much you can get.

Says only 66 percent of the valid clains are
fully reinmbursed right now, because we're running
out of noney because it's happening so mnuch.

So I'm hoping we can put a focus on that.
And we'd be nore than happy -- | know |'ve talked to
my col |l eagues. We'd be nore than happy to work
t oget her on finding some solutions. But | want to
put that on the radar.

s that a focus of yours now, or...?

GABRI EL O MALLEY: Wwell, first, | appreciate
you raising this. And | would like to hear nore
outside of this hearing about specific instances and
particular attorneys or law firns. And that's
something | certainly would take back and consi der
further.

More generally, | nean, that kind of
fraudul ent interaction between either conpany or
agent and consuner is sonmething that we're focused
on generally, of course, and especially where
there's a trend -- a burgeoning trend, and it's
causi ng specific harmto consuners.

So it's something I would certainly like to
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hear nore about.

SENATOR MURRAY: (kay, great, great, and
we'll do that.

Ms. Canpi on, two quick issues.

One: | noticed, when you were going through
the list of sonme of the things, you had nmentioned
m ni mum wage, and things list -- regardi ng wage
theft. But | didn't hear prevailing wage
vi ol ati ons.

W have a | ot of the |abor unions on
Long I sland who are saying, Look, you've got these
guys that are comng in. They' re bidding on
projects. They're supposed to be paying prevailing
wage, and their bid says they are.

But in reality, when you talk to sone of the
wor kers, they're playing games, and they're not
getting it.

But there doesn't seemto be a |ot of
investigation into this.

s that a focus of yours, and what can we do
to step it up?

LAURA CAMPI ON:  Qur Bureau of Public Wrk and
Prevailing Wage, you know, works extrenely hard to
i nvestigate these types of conplaints and issues

that are raised. And it's certainly sonething our
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agency is focusing on, and that we are doing a | ot
to increase in space -- or, increase our efforts in
t hat space.

| think over the last two years, we've had
the certified payroll systemstart. W've had the
contractor registry systemgo online. And those are
efforts that we' ve been maki ng al ongsi de, you know,
the | egislature and the governor, to nake sure that
peopl e are aware, have information, that there's
transparency, and that we're getting the information
we need to conplete investigations.

SENATOR MURRAY: Do have you enough people to
do the job in this area?

LAURA CAMPI ON:  That's not sonet hing that
| would know off the top of ny head or be able to
speak to specifically. But it's something we can
| ook into and get back to you.

SENATOR MURRAY: | woul d appreciate that.

And then, finally, the -- Part 191 of | abor
| aw, frequency of pay, manual |abor, and there is so
much conf usi on.

And, in fact, we've got sone snall businesses
now, unfortunately, going out of business because
t hey' ve been sued, not knowi ng they even viol at ed.

Most peopl e don't know, nbst busi ness owners
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don't know, that, under Part 191, if a position is
consi dered manual | abor, they nust be paid weekly;
not bi-weekly, but weekly.

There have been cases where even the
department of | abor has had inspectors going into a
busi ness, |ooking at their books. They didn't even
notice it. It was on sonmething else they were
| ooking at. Didn't call anybody's attention to it,
and |l ater the conpany got sued.

The Governor took steps to limt and protect
t he busi nesses a bit, and | applaud that; however,
we haven't fixed the problem

Can we please, please, get a clear definition
of "manual | abor"?

Now, in our bail reformlaws, we go down and
there's a checklist of crines.

We can do the same when it comes to positions
that would qualify for manual |abor. That would
remove all the confusion and protect both the
busi nesses and the workers.

So |'m beggi ng, can we pl ease have the
Conmi ssi oner, because that's who needs to do this,

t he Comm ssioner needs to clearly identify what
manual | abor -- what qualifies as "manual | abor"?

So if could you take that back to the
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Comm ssi oner, please. W need that help. Snall
business is really getting hurt.

LAURA CAMPI ON:  Under st ood.

SENATOR MURRAY: Thank you.

SENATOR MYRI E: Senator May for a second
round.

SENATOR MAY: Ch, sorry.

For M. O Mall ey.

So in ny role in consuner protection,
| nostly deal with the attorney general's office.
And t hey have conplaints page on their website where
people can file issues.

Do you have the sane -- do you have a
parallel thing? And do you work together with the
attorney general's office if a conplaint -- where is
the overlap? | guess that's the question, because
it feels like you're doing simlar things.

GABRI EL O MALLEY: Excuse ne.

Sur e.

We have our own conpl ai nts database. And if
you type in "DFS" and "conplaint” into Google, it
wWill pop up inmmediately. |It's easy to find on our
website, and you can click a button and submt a
conpl ai nt.

Separately, there is another network that
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attorneys general s and banki ng regul ators can use
for other conplaints.

And then, finally, there's the CFPB conpl ai nt
network, which is the national database, that
focuses on financial products and services.

So there are various databases. W have
access to all of them and we use all of themin
setting priorities.

SENATOR MAY: And what should a consuner do
who's got a probl enf

Shoul d they cone to you first?

Should they go to the attorney general's
office first?

GABRI EL O MALLEY: That's a great question

So if an entity is a regulated entity, the
consuner should certainly conme to us, and for a
coupl e of reasons.

One: As | said, our CAU office is very
effective in nmediating conplaints and getting noney
back to consuners.

Two: Allowing us, as the regulator, to get
conplaints allows to us draw out trends and
intelligently focus our resources, going forward.

One never wants to nmake work for a consuner.

But filing conplaints with the attorney general's
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office al so has the sanme broad benefits for the AG
and ulti mate knock-on effects for our ability to
catal og trends, going forward.

So | don't want to ask too nuch of any one
person, but would wel come conplaints to us on any
regul ated entity.

SENATOR MAY: And then | know the depart nent
of state also has an office that is charged with
consumer protection.

Do you all work together; is there a
coordi nati on that goes on?

And is there joint nessaging that happens?

Because that's one of their things, is to put
nmessages out.

GABRI EL O MALLEY: Yeah, there's a quarterly
consuner protection roundtable that | attend in
New York City, that's not only run and chaired by
t he departnent of worker and consuner protection,
the AGis present there. O her governnent agencies
are present there. Advocates are present there.

And we hear fromthem about trends that are
happeni ng, and tal k through those trends, and hear
the | atest updates on case deci si ons.

SENATOR MAY: Ckay. So I'mglad all of you

are doing this work. But | feel very strongly that
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t here probably should be a one-stop shop for
consuners, where, you know, they can put their --
i ke, you know, one website or one nunber that they
go to, and it will get directed to the right agency;
if it's nore appropriate in the AGs office or nore
appropriate in yours. That would nake a | ot nore
sense than having parallel processes that they have
to navi gate.

So | hope we can tal k about that in the
future.

GABRI EL O MALLEY: Sure.

SENATOR MAY: Thank you.

SENATOR MYRI E:  Thank you, Senator May.

| have questions for both of you.

"Il start with Ms. Canpion, and
Senat or Murray began to touch on this. But I'm
hopi ng you can expound a little bit.

As | understand it, there are, roughly,
235 wage enforcenent staff at DOL, responsible for
covering all of the workers and enployers in the
st at e.

And |' m hoping you can talk to us about what
t hat casel oad | ooks |ike, how that operates in
practice.

This is not a budget hearing. But we are in
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the m dst of the budget, where the |egislature nakes
deci si ons around where resources are allocated.

So hoping to gain sone nore insight into how
many resources DOL has now currently to enforce wage
theft -- or, the prevention of wage theft, rather;
and whet her there m ght be roomfor nore resources
to hel p you acconplish that.

LAURA CAMPI ON:  Thank you

| don't have any sort of specific nunbers,
and | wouldn't be able to confirmany nunbers, if
t he nunber of staffing you identified is specific to
our Labor Standards Unit or includes our public work
and prevailing wage investigators as well.

But | can certainly bring some of that back
and have us follow up.

VWhat | will say is that, you know, we do
everything that we can, and work extrenely hard with
t he resources that we have. | think our
commi ssi oner had her budget testinony |ast week --
| think it was only |ast week.

It's been a | ong week.

And, you know, | think she generally will say
that we're never going to say no to resources. But
we al so recogni ze that there's a | ot of work that

has to get done anongst all of the state agencies; a
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| ot of inmportant work from ny coll eagues at DFS,
fromthe other state agencies that have been
nmenti oned t oday.

And we'll continue to work hard and use our
resources as effectively as we can.

SENATOR MYRI E: And thank you for that.

Are there any high-risk industries for wage
theft or particular patterns that you have seen
energe, whether it be on the income band or whet her
it is the type of industry?

LAURA CAMPI ON:  Sure.

| know, off the top of my head, the service
i ndustries are, you know, generally a chall enge.

And you can go on to our -- the dashboard
that I mentioned in ny remarks, and narrow to see
things by different industries and what not.

| wouldn't be able to give you a ful
accounting off the top of nmy head. But we can
certainly follow up with sone nore specifics.

SENATOR MYRIE: Great. Thank you.

| think that would be hel pful for the
commttees, certainly as we're trying to craft
prevention efforts by statute, to see if there are
particul ar industries that need sone tailored focus,

and who are nore susceptible to taking advant age of
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wor kers.

And to M. O Milley, I"'mgoing to turn the
focus a little bit to virtual currency.

And the conversation around the narket
structure and all of the things happening on the
federal level is conplicated and fraught, |ike many
things, with politics.

But here in the state, | think the DFS has
been on the forefront from many years ago, and under
previ ous and current |eadership, in trying to
establish sone regulatory framework, to allow for
bot h accountability in the industry, but also to
have the market continue to do what the market does.

You issued | ast Novenber -- | think you were
al ready there, but maybe not -- okay, | ast
Sept enber, rather, guidance on bl ockchain anal ysis
for entities.

Can you talk to ne, one, about how that has
gone froma conpliance side?

And, al so, what challenges remain in fol ks
being able to conply with doing this type of
anal ysis and safety, and what -- where there m ght
be room for inprovenent?

GABRI EL O MALLEY: Sure. Thank you

So on the "howis it going?" analysis front,
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t he Research and Innovation Division houses a
virtual currency unit that perforns exam nations of
all of our licensees on a periodic basis.

|"'mnot able to comment on specific
exam nation findings.

But what | can say is very inportant to DFS
in assessing current |icensees and other -- and
applicants is redeemability of assets.

So if a consumer wants to get his or her
assets back, are they able to do so i medi ately; or,
if not so, in atinely manner? And, also, the
ability to freeze funds.

And that really is inportant for especially
crimnal and civil actions, where, once you find out
somet hi ng has happened, the wheels of justice
sonetimes nove slowy for the ultinmate result. But
it's inmportant to be able to nove quickly to freeze
f unds.

And so that's an inportant aspect of what we
| ook at when we're review ng vari ous comnpani es.

SENATOR MYRIE: And | know you can't coment
on specific exam nations, and whether or not they
may or nmay not be investigations.

Can you say, nore broadly, whether you have

found, specifically for bit |icensees, whether there
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has been conpliance on this gui dance?

GABRI EL O MALLEY: [|I'mgoing to have to cone
back to you on that, and |I'm happy to provide nore
information. But | want to nake sure that what
| provide you is correct.

So I'll pause on that and come back to you on

SENATOR MYRI E: Ckay, and | appreciate it.

|"mcertainly not attenpting to shane any
particular actor. The hope is, you know, whether we
need to go further than regul atory, and whether we
shoul d consider statutory requirenments. And it
woul d be hel pful to know, given you guys's proximty
to the industry, to see what may be needed.

On the student |loan front, and you spent a
significant anmount of your testinony, and certainly
gi ven your position in DFS, tal king about the work
that is done on that front.

Can you -- for the everyday New Yorker who
does not tune in at 10 a.m in the norning on
Tuesday to a public protection and consumer
protection hearing, if I'"ma student |oan borrower,
and right now | am you know, paying, and |I'm --
| feel overburdened or | feel |ike sonething is

awy, what do | do?
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And how woul d DFS be hel pful in that instance
where | feel like, ny servicer, | can't reach them
or | feel like |I'm being overcharged, and this is
sonmeone that is under regulation by DFS?

GABRI EL O MALLEY: Sure.

Well, first of all, just to harken back to
sonmet hing you said at the outset, about fol ks being
hel d captive in rel ationships and being potentially
expl oi t ed.

| think the servicing relationship is an
exanpl e of how that can happen, because consuners
don't choose their servicers, in nost instances,
relating to nortgages or their student |oans.

And so you don't have the equality of
relati onship, where you' re able to nake an inforned
choice, after the transaction happens, to nove to
anot her provider the way you woul d, for exanple,
with a cell phone.

And so servicing is really an area where
fol ks are held captive by whoever it is that's
servicing the | oans.

Qur SPU unit does public outreach

| believe in the budget negotiations there
are some di scussions about getting us nore

resources; and al so nore resources for EDCAP which
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does a fantastic job in comunicating with
CONSUNers.

Candi dly, now, there have been so many
changes on the federal front, that it is confusing
for fol ks about what their rights are for federal
student | oans and what the best decision is for them
to make.

One thing that we have seen is that, as a

result of the One Big Beautiful Act Bill, there have
been and will be changes to federal student | ending.
And that mght, | would say, is likely to push sone

nunber of consumers into private student |oans, to
bridge the gap in the amount of noney that they need
to get for their education and what they can
actual ly get through federal | oans.

The Governor has highlighted her interest in
ensuring that consuners understand their rights when
they're refinancing federal |loans into private
student | oans, because, as | think you re alluding
to, under the federal |oan structure, there are
certain benefits that consuners can take advant age
of .  Income-driven repaynent plan is one. The
public student | oan forgiveness plan is another.

But once you consolidate those | oans and turn

themprivate, that's an irrevocable act, and you nmay
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| ose certain rights. And it's particularly
confusi ng now because the | andscape is in flux on
the federal front.

And so the Governor has rightly proposed
requiring private student | oan |enders to give
consuners an understandi ng of what rights they m ght
be losing if they do consolidate |oans into private
| oans.

SENATOR MYRI E:  Thank you.

And ny | ast question, and thank you for your
pati ence again: Wat is DFS' s current understandi ng
of your authority as it relates to prediction market
platforns, if any?

| know this is a newer thing, and we're al
trying to respond and figure things out.

And |'m wondering if you have thoughts on
whet her there should be sone space for conversation?

These are -- these markets -- and this is
sonmet hing Chair May has al so been | ooking into --
that are not inherently financial, but there are
many financial transactions that end up taking
pl ace.

And wondering if DFS has any thoughts on
t hat ?

GABRI EL O MALLEY: Well, I'maware it's a
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conplex issue, and it presents sone really fraught
i ssues.

The CFTC has historically had authority over
futures contracts, and there has been sone
litigation over whether or not State action is
preenpted. |'maware of that.

| would say, ultimately, whether or not
New York is going to take some formof action in
connection with prediction narkets is a really
i mportant policy decision that the Governor and the
| egislature will have to work through.

And we can provide technical advice, given
our understandi ng of the various markets that we
regul at e.

SENATOR MYRI E:  Thank you.

There are no further questions.

Thank you both for taking the tine to testify
t oday.

GABRI EL O MALLEY: Thank you. Appreciate it
very rmuch

LAURA CAMPI ON:  Yes, thank you

SENATOR MYRIE: Ckay. W are next going to
hear fromthe office of the attorney general.

Good norning, and thank you for testifying

today. Take it away when you're ready.
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STEPHANI E J. SWENTON. Good nor ni ng,
Chairs Myrie and May, Senator Mirray.

Thank you for convening this inportant
hearing, and for giving our office, the attorney
general's office, an opportunity to share our
experiences, feedback, and insight.

Attorney CGeneral Janes continues to
appreciate the strong and constructive rel ationship

bet ween our office and the |legislature. And we

appreci ate your consideration of legislative reforns

that will enable prosecutors to nore effectively
conbat white-collar crinme schenes in New York State.
My name is Stephanie Swenton, and | have
served as chief of the attorney general's Crim nal
Enf orcenent and Financial Crinmes Bureau for over
ei ght years, and as a crimnal prosecutor in
New York State for over 25 years.
| am joined by ny coll eague,
Sham so Maswoswe, who serves as chief of the
attorney general's Investor Protection Bureau.
SHAM SO MASWOSWE: | began ny career as
prosecutor 10 years ago with the Departnent of
Justice Crimnal Division, and joined OAG 7 years
ago, and began serving as chief of IPB for the |ast

4 years, where | help lead our office's securities
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and comodities investigations, enforcenent actions,
and litigations.

STEPHANI E J. SWENTON:. The attorney general's
Fi nancial Crines Bureau conducts investigations and
prosecutions of conplex financial fraud schenes
across the state, including crimnal securities
fraud prosecutions, and suppl enents the val uabl e
wor k done by the 62 county district attorneys in
this space.

The attorney general's Public Integrity
Bureau, Medicaid Fraud Control Unit, and Labor
Bureau are also active in the white-collar space,
prosecuting crimes based either on statutory grants
of authority or referrals fromstate executive
agenci es.

Prosecution of white-collar crinme cases is
very time-consunming. |It's docunent-intensive, and
it involves testinony from dozens of w tnesses.

However, a few sinple refornms would greatly
enhance our ability to prosecute white-collar
crimes.

The first is sinplifying the introduction of
busi ness records in the grand jury.

Under New York law, with few exceptions, a

Wi tness nust testify in person in the grand jury to
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admt testinony or even docunentary evidence.

This means that a witness who has no ot her
rel evant testinony to offer nmust travel to the grand
jury nerely to be asked a few questions to show t hat
a docunent is part of their business records.

In nost states and federal districts, this
type of personal appearance by a records custodian
is not required in the grand jury, nor even often at
trial.

The New York Legi sl ature has al ready
recogni zed an exception for certain phone and
banki ng records, which can be introduced by
certification in the grand jury. These
certifications safeguard the reliability of the
records by requiring a business representative to
sign a witten statenment under oath, attesting to
their authenticity.

If this already-accepted certification
process were extended to all business records, it
woul d greatly stream ine our grand jury process.

The second proposed reformto grand jury
practice is inproving victimaccess to grand jury.

Large-scal e fraud schenes typically target
victinms across the state and across the country,

particularly nowin the digital era, as well as
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vul nerabl e victinms such as the elderly.

Permitting witnesses who reside nore than
100 mles fromthe grand jury, or whose nobility
i ssues substantially inpair their ability to appear
in person before a grand jury, to instead testify by
si mul t aneous vi deo testinony woul d enhance our
ability to prosecute white-collar crines.

Such |ive videotaped testinmony would still
mai ntain the integrity of the proceedi ngs because
jurors would have the ability to observe the
wi t ness, ask questions, and a certified recording
woul d be retained for future review

The third reformis adding increased fel ony
| evels to the "scheme to defraud" statute.

Most areas of the New York State Penal Law
hol d the nost egregi ous of fenders account abl e by
establishing increase in felony | evels based on the
scope of the crine. For exanple, the |arceny
statutes, soneone who steals |less than $1,000 is
guilty of a m sdeneanor; nore than $1, 000, an
E felony; and so forth, with a theft of over
$1, 000, 000 constituting a B fel ony.

I n New York, however, thefts nust be charged
separately as to each victim This neans that a

stock broker who steals $1.1 mllion froma single
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weal thy client can be held accountable on a Cass B
felony. However, if a stock broker steals

$1.1 mllion by taking $1, 000 each from 1, 100

| ower -i ncome investors, that conduct is only

puni shable in New York as a series of A m sdeneanors
and an E felony schenme to defraud.

An exanple of this is the attorney general's
recent indictnment of a tax preparer in
Madi son County who was charged with operating a
massi ve Ponzi schene over three decades, by which he
stole over $50 mllion from 988 investors.

Because he did not steal nore than $1, 000, 000
fromany one of those investors, the top counts
charged are only C fel onies.

Addi ng increased felony levels to the
"schenme to defraud" statute would allow us to hold
t he nost egregi ous of fenders accountabl e, and ensure
t hat of fenders who target | ow and m ddl e-i ncone
victinms are equally accountable as those who target
weal t hy New Yor kers.

Lastly, | would like to note the exceptional
partnership that the attorney general has had with
the legislature, particularly Senator Myrie in
conmbati ng deed theft.

Preventing deed theft has | ong been a
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priority of Attorney Ceneral Janes.

The attorney general's office created a
dedi cated Real Estate Enforcenent Unit to
i nvestigate and prosecute deed theft schenes, and
since 2019, has chaired the Deed Theft Fraud Task
For ce.

The attorney general renmins deeply commtted
to rooting out deed theft in all of its forns, and
we | ook forwarded to continuing to work with the
| egi slature to develop crimnal and civil tools to
guard agai nst these crines.

Thank you again for the opportunity to share
i nput on this inmportant topic.

And you will next hear testinony fromny
col | eague Shami so.

SHAM SO MASWOSWE: As part of our role as the
a state's chief |aw enforcenent officer, the QAGis
a state securities and conmodities regul ator.

Through I PB, the OAG i nvestigates and brings
enf orcenent actions agai nst those who offer or sell
securities or commodities, including
cryptocurrencies, fraudulently or wthout
regi stration

The OAG has regul ated securities and

commodities for over a century, and has been on the
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crypto beat for a decade.

Many of the fraudul ent investnent secure --

i nvestment schenmes that our office prosecutes today
i nvol ved -- involve cryptocurrencies.

As sonme of you know, Senator Myrie hosted a
roundt abl e on white-collar crine, which our office
attended, along with several DAs, the departnent of
financial services, and the New York State Poli ce.

It was striking how many offices reported the
way that traditional financial crimes and ot her
forms of crimnal conduct were generated or
facilitated using crypto.

Whet her a schene to defraud investors through
a crypto-based i nvestnent scam or using crypto to
hi de noney stol en through an elder fraud scam it is
i npossible to ignore crypto's connection to crim nal
conduct, including white-collar crine.

This growth in crypto-related crinme nakes
sense.

When crimnals want to lie, cheat, and steal,
t hey often choose cryptocurrency for a few reasons.

Wen they break the law, it's good to be
anonynous.

Second: In crypto, there is no bank or

centralized authority that's tasked with identifying
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suspi cious transactions or wallets or for rooting
out fraud before it happens, or even detecting it
aft er war ds.

And unlike in traditional securities
i ndustry, no one is tasked with the visibilty -- no
one has visibilty into the trading activity
occurring across the marketpl ace.

And, third: In crypto, there's, largely, no
do-overs on the bl ockchain.

Chai nal ysis, an -- a bl ockchain anal ytics
firm who | understand you'll be hearing froma bit
| ater, conservatively reports that crines involving
cryptocurrency back in 2020 invol ved crypto in the
amount of about 11 billion. It nore than doubl ed
the next year to 26.5 billion, and reached an
all-time high in 2022, at 54.3 billion. In 2024, it
estimates that it will reach -- that it reached
$51.3 billion.

In January of this year, our office, along
with several local district attorneys' offices from
across the state, joined District Attorney Bragg in
aletter to Senator Schurmer, G llibrand, and Werner
about the two | argest stablecoin issuers, Crcle and
Tether, and their failures to cooperate with | aw

enforcenent to stop fraud, and return assets to
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victins.

Everyone agrees that this is a problem

Congress has begun to draft legislation to
resolve it. But it expressly does not include a
requi renent that digital asset service providers,
like Circle and Tether, cooperate with state and
| ocal |aw enforcement, |ike OAG and | ocal district
attorneys' offices, which is why your help is
needed.

W would like to bring your attention to
four ways that crypto entities facilitate crine,
whi ch we believe could be addressed through
| egi sl ation.

First: Not all crypto conpanies conply with
| aw enforcenent requests to freeze assets
tenporarily, pending court action.

At | east one stablecoin issuer, Crcle,
routinely refuses admnistrative requests to
tenporarily freeze assets that would allow -- that
| aw enforcenent believes were involved in fraudul ent
conduct. Instead, Circle directs | aw enforcenent to
go to court and secure a court order even if there
may not be tinme to do so.

Second: Even once a court order is obtained,

requiring that assets be frozen, some cryptocurrency
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firmse will not conply with those orders or wll
unr easonabl y del ay conpli ance.

In one instance, our office and the
Queens District Attorney's Ofice asked Circle to
voluntarily freeze assets. And when we were told
no, and to get a judicial court order, we did so,
and Circle was directed to freeze those assets. But
it took the conpany three days to do so, which
allowed the crypto to be transferred out and
converted.

OAG has al so been inforned that platfornms,
such as OKX and Bi nance, will not honor court orders
obtained by victinms directly unless | aw enforcenent
is involved or unless victins choose to i ndemify
t hese conpani es.

Third: Even in the face of a court order,
requiring cryptocurrency firms to return the
proceeds of fraud, some entities have refused orders
to return these ill-gotten gains, failed to
cooperate with law enforcenment to secure those
orders, or declined to cooperate unless |aw
enforcenent junps through numerous difficult and
unr easonabl e hoops.

The status quo is untenable and | eaves | aw

enforcenment, particularly state and | ocal |aw
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enforcenent, and the victinms of crypto schenes, at
the nercy of these entities who derive i mense
financial benefit from underregul ation and the
opacity of the crypto industry.

Even those crypto law firms -- even those
crypto firns that have provided voluntary conpliance
in the past can, at any nonent, decide to stop
cooperating with law enforcenment to freeze and sei ze
defrauded crypto assets.

Finally, while the anonymty associated with
stabl ecoins is considered one of its prime benefits
for users -- it is in fact a feature, not a bug --
the opacity still applies even when | aw enforcenent
is trying to investigate crimnal conduct.

This seens difficult to justify when it's
clear that crypto has beconme a prine vector to
enable and facilitate crimnal conduct.

OAG thanks the committees and Chairs Myrie
and May for providing the opportunity to share input
on this inportant topic.

We | ook forward to continuing to work
toget her, noving forward to address these issues,
and are now able to answer any questions that you
m ght have.

111
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SENATOR MYRI E:  Thank you bot h.

Senat or May.

SENATOR MAY: Thank you.

So let ne start with you and tal k about
crypto, because one of the things we heard from
Ms. Swenton is that there are very different
penal ti es, dependi ng on the anount of nobney
concer ned.

But, with crypto, the actual valuation of the
st abl ecoin fluctuates.

Does it even nake sense to have nonetary
| evel s on penalties, or, you know, assign penalties
according to the anount of noney that is being
defrauded if you're in the crypto world?

O how do you deal with that?

SHAM SO MASWOSVWE: So IPB is a civi
enforcenment. And so, for us, our goal is always to
just fully return assets to the victins, and then,
al so, to pursue penalties and di sgorgenent where we
can.

The beauty of stablecoin, or the supposed
beauty of stablecoin, is that the val ue of
stabl ecoin isn't supposed to fluctuate. Stablecoins
are supposed to be pegged one-to-one with fiat

currency, so that one stablecoin is supposed to
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equal one doll ar.

And that's why it's often the tool of choice
and the currency of choice for crimnals because
they don't like that other cryptocurrencies wll
fluctuate so nmuch in val ue.

So, for instance, on last Friday, Bitcoin was
valued at $65. But five nonths ago it was at
$126 -- at an all-tinme high of $126.

And so, often, it will go into stabl ecoin.

So because it changes val ue so often, and
many of the different tokens, crimnals, and nost
people, prefer to put it in stablecoin, which is why
creating legislation that focuses on stabl ecoin, and
requires conpliance fromGrcle and Tether and ot her
stabl ecoin issuers, is so inportant.

SENATOR MAY: Ckay. Thank you.

And on that same exanple that you gave,

Ms. Swenton, about, you know, where a stock broker
could take over $1,000,000 from one person or over
$1, 000,000 froma I ot of people and the penalties
woul d be different, |'mjust wondering about, always
t hi nking fromthe consuner side, if you -- does each
one of those consuners have to file a conplaint?
Does it have to be a class-action?

Like, it feels like it would be -- even if
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the penalties were the same, the process would be a
| ot harder.

And | just -- I'mnot being a | awer.
| would | ove to get your advice about how we help
t hose people for whom | osing $1,000 may be nore
consequential in sonme ways than soneone el se | osing
a mllion.

What processes are in place to help them get,
you know, what they deserve?

STEPHANI E J. SWENTON:. Thank you, Senator.

Before turning to the processes, and how sone
of the refornms |I've discussed | believe would
facilitate that process, | -- the exanple | provided
was related to nonetary threshol ds.

However, | will note that the current
Senate bill, 8594, inposes nultiple |evels of schene
to defraud.

One of the ways to elevate the | evels of
schenme to defraud is certain nonetary threshol ds.

Anot her way is the nunber of victins.

So in the incidents that you've suggested,
where there could be a counterargunent regarding
val uation of a particular asset where there was a
fraud conmtted or a theft, that alternate provision

in the elevation of felony |evels for nore than
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50 victinms, nore than 100 victinms, nore than

1,000 victins, so long as, you know, property is
obtained, is an alternate provision to target that
conduct, where not only the individual |osses may be
smal l er, but may be nore difficult to quantify.

That bei ng said, going back to the general
non- hearsay presunption in the grand jury neeting,
there is a presunption of in-person testinony.

The hurdles to bringing a B fel ony case,
where woul d you have to call over 1,000 victinmns,
woul d i kely be insurnmountable. Even over 100 woul d
be quite difficult.

You know, an additional amendnent that | did
not discuss is that, potentially, permtting certain
testinony to be via affidavit rather than by live
t esti nony.

For exanple, in the context of stolen
property, stolen credit card nunbers, there is a
provision in the New York State statute that allows
victims to -- where they're only testifying as to
| ack of perm ssion and authority, to provide an
affidavit as opposed to testinony, which would all ow
prosecutors to effectively enconpass a | arger scope
of the schene.

| think in a fraud schene where there is
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i nducenment and there is a narrative to be told,
| don't know that an affidavit would be appropriate.

But one particular gap inthe lawis related
to identity theft. There is clearly not an
exception for victinms of identity theft to testify
via affidavit, sinply to the fact that they did not
all ow their personal identifying infornmation to be
used by anyone.

And that is one way to attenpt to, again
attack these schenmes that can be very broad in
scope, where a victimm ght have a limted scope of
testimony, which would be to consider what type of
testimony might be acceptable via affidavit.

But | also believe that the virtual testinony
provision could help to greatly increase the ability
of prosecutors to call nore witnesses in a grand
jury to denonstrate the scope of a schene, where the
i ndi vi dual | osses for each person m ght be small,
but, collectively, they are quite |arge.

SENATOR MAY: Thank you.

| know, in discussing this in our conference,
peopl e cane down on either side of that.

Wul d you i magi ne putting guardrails on if it
was a case of a large nunber of victins, for

exanpl e, who presunmably would all be giving simlar
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testinmony?

O, you know -- or would you think that that
person who was defrauded of over $1, 000,000 would --
could -- should be allowed to testify renotely?

What are you thinking, that there should be
guardrail s?

STEPHANIE J. SVENTON: | think the renote
testinmony provision, | nean, in the draft
| egi sl ation we have reviewed, is based on their
physical ability to appear before a grand jury and
t he distance to be travel ed.

| do think there is an interest to the grand
jury hearing the narrative.

So | would never want to say that there is a
nonetary threshold to whether a victimwould be able
to testify via affidavit or via virtual testinony
versus live testinony.

| think there are other considerations, if
i npl enented, that could help to achieve the sane
goal s, which are the ones in the proposed
| egi sl ation.

SENATOR MAY: Ckay. Thank you.

SENATOR MYRI E:  Thank you.

Senator Mirray.

SENATOR MURRAY: Thank you, Chai rnan.
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" mgoing to kind of piggyback -- and thank
you both for being here.

| "' m going to piggyback on sonet hing
Senat or May brought up in the |ast panel, and that
is, kind of, the one-stop-shopping aspect; and
| want to bring up the issue that | brought up, and
that is the escrow funds bei ng stol en.

So is that DFS? Wuld that be the attorney
general ?

| know there are |icensing issues when it
comes to attorneys. | know there are things |like
t hi s.

But when you're stealing the anmount that
appears to be being stolen now, it continues to
grow, this continues to be a problem

| s that sonething you, the AGs office, would
take on directly, or would it be DFS, or a
conbi nati on of both?

How woul d t hat work?

STEPHANI E J. SWENTON:. The attorney general's
office, our crimnal jurisdiction is unique. There
are certain statutes that provide us direct
jurisdiction over certain subject matter areas.

The Martin Act, related to securities and

commpdities fraud, is one. It has both civil and
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crimnal provisions.

Certain provisions of the labor lawis
anot her, that give the attorney general direct
jurisdiction for civil and crimnal enforcenment in
t hat space.

Rel ated to other types of crines, the
62 county district attorneys, you know, obviously
have power to enforce those.

But that being said, we regularly partner
with state executive agencies who provide us with
referrals under the state Executive Law,

Section 63(3), to activate our jurisdiction for
areas of priority enforcenent.

So if this is an area of priority
enf orcenent, obviously, we wel cone conplaints
related to all financial fraud schenes.

We do have an online portal that receives an
i ncredi bl e breadth of financial fraud conplaints,
and those are discussions we're happy to have.

SENATOR MURRAY: (kay. Thank you.

SENATOR MYRI E:  Thank you.

And t hank you both for the testinony.

For Ms. Swenton, first, | want to focus for
a second on el der fraud.

And, you know, we have in our |aws the
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definition of what would bunp up consequence and
penalty for soneone who has, you know, allegedly,
t aken advantage of an ol der individual.

But we -- currently, the "vul nerable elderly
person” standard is sonething that, you know,
| think, in some cases, is a high standard to
achi eve.

And |' m hopi ng you can maybe talk to us about
whet her this is a workable standard for ol der adults
who we woul dn't, sort of, conmmonly consider them
vul nerabl e just because they are old. They stil
remai n sharp, et cetera, but they were still a
victimof a schene or fraud.

And |' m hoping you can talk to us about
whet her we need to reexam ne that.

STEPHANIE J. SWENTON: | think there are
opportunities to expand the definition of a
"“vul nerabl e el derly person" besides sort of an
arbitrary nunber related to age. There are multiple
i ssues that play into that in terns of capacity.

But, you know, those are definitely
di scussions that we woul d wel cone.

And, again, yet another aspect of what
| think would be incredibly powerful amendnments to

the "schene to defraud" statute is elevating | evels
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when one of the persons defrauded -- at |east one of
the persons is a vulnerably -- vulnerable elderly
i ndi vi dual .

Just, in ny role, in particular, we've
recently prosecuted fraud schenmes in both
Queens County and Suffol k County, where elderly
victinms were defrauded by trusted forner investnent
advisers of their entire |ife savings, |eaving them
to have to return to work, sell their hones.

This is a particularly vul nerable pool, and
| do think it's a fruitful area of discussion, to
make sure that that definition is fully capturing
t he scope of those individuals who are often both of
nmeans because they have significant retirenent
savi ngs and subject to being preyed upon by
whi te-col lar crimnals.

SENATOR MYRI E:  Thank you.

And to Ms. Maswoswe -- excuse ne -- we're
steeped in the cryptocurrency stuff, where we know
the lingo, we know the acronynms, we know
[ i ndi scernible].

Most peopl e are not.

And part of what nmkes them nore susceptible
to being taken advantage of is this know edge

di sparity.
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And so |'m hoping you can talk to us, and
sort of say it as plainly as you can, what the
problemis as it relates to people being taken
advant age of.

| f you are a person that has seen an ad or
you got a message that said, "I have a real great
opportunity for you to nake a |l ot of noney in

crypto,” turns out that that is not true, you get
t aken advantage of, what recourse do you have as the
| aw stands right now?

SHAM SO MASWOSWE: So | think that there
certainly is an information gap. There is a |ot of
I ingo surrounding crypto that makes it sound very
sophi sticated and very fancy and very -- liKke,
there's a lot of "FOMO'" around it; a |lot of fear of
m ssing out. Like, this is your chance.

But what we have found and what studies have
found, that -- is that there's a |ot of predatory
inclusion around this as well. There's a |lot of
targeting of communities of color, of young peopl e,
of, like, this is your chance to achieve the
American dream of, to get out of poverty, of
ganbling, really.

And that is really taking advantage of

vul nerabl e popul ations, and is of great concern to
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us.

And so -- and so -- and so that -- and
| think that also makes it a rmuch nore dangerous --
a much nore dangerous kind of product to peddle; and
much nore dangerous when you have cel ebrities that
are out and influencers that are out peddling this
as well, without the appropriate risks.

So, you know, when you're -- when they're
securities or they're bonds or they're much nore
regul ated products, there are warnings and there are
di scl osures, and you get a lot nore information.
When there's conflicts of interest, there's a |ot
nore information that consunmers and investors wll
get .

And you just don't get that with crypto.

So what are your renedies?

Your renmedies are to report it.

Your renedies are to try and do your due
diligence, and to nmake sure that folks are
regi stered; that they're registered with the
attorney general's office, that they are
bit-1icensed.

That you do searches to see if they are --
have -- that they are -- that they -- whether or not

t hey' ve been accused of being a scam See what
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ot her peopl e are sayi ng about them

And that you, you know, are not pressured
when sonmeone is saying "that you have to do it right
now." And that's a red fl ag.

The attorney general has done a nunber of
investor alerts and consuner alerts. | think we did
one just a couple weeks ago about pig butchering.
That that is a really big way that New Yorkers are
real ly being pick-pocketed by international
organi zations -- crimnal organizations from around
the world, that are com ng and just picking the
pockets of everyday New Yorkers, when -- you know,
fromromance scans and from ot her kinds of scans
that people are falling victimto.

And so your recourses are to do your
homewor k, do your diligence. And if you don't
understand it, if it sounds too good to be true,
then it probably is.

SENATOR MYRI E:  Thank you.

And then, lastly, back to you, M. Swenton,
you nade the conparison between the different scales
of consequence and penalties in the stockbroker
exanple, and I'mhoping to expand on that a little
bit.

| f you can tell us what your office is
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currently able to do within the confines of the |aw
now, and what you nmight be able to do should we

i nprove on the "schene to defraud" statute, and what
types of activity do you think you would be able to
capture?

STEPHANI E J. SWENTON. Yes. So, you know,
under the current tools we have, we are able to
bri ng charges agai nst individuals who defraud a
t remendous nunber of investors of |ower anounts,
sort of in the thousands rather than the mllions.

But the tools we have, in terns of hol ding
t hose of fenders accountable, are quite |imted under
t he sentencing structures and speedy-tri al
structures.

So the hypothetical that | provided, if it's
| ess than $1, 000, which does happen in sone very
pervasi ve schenes, that is a Cass A m sdeneanor,
which is a sumons, it's a sumons ticket, that
woul d have to be brought to trial within 90 days.

And a case of this kind of conplexity would,
pretty nuch, be an insurnountable hurdle.

|f -- even though there is an E fel ony schene
to defraud that m ght enconpass nultiple of those
petty larcenies, that is a desk-appearance-ticket

offense. It's not a bail-eligible offense.
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And any white-collar-crine penalty in
New York, except for a Class B felony, there is no
mandat ory m ni num sentence of incarceration. Those
are all probation-eligible offenses.

You know, obviously, incarceration is not the
only deterrent, and restitution is always a priority
for us as well.

But where we are able to bring charges that
nost wholly reflect the scope of the crim nal
conduct, we are able to achieve better resol utions.

Whether it is mllions of dollars of
restitution, whether it is a deterrence of a repeat
of fender who is cycling through and conmtting
frauds on different vul nerabl e popul ati ons, the
sentencing tools and the charging tools and -- that
are allowed to us over higher-level felonies are
quite different.

And, in particular, the exanple | think that
is now falling through the cracks is those crines
where the thefts are | ess than $1,001, because
they're not even felony offenses, and typically not
presented to a grand jury on very accelerated tine
frane.

And t hose cases, | believe, are probably

conpletely falling through the cracks,
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unfortunately.

And | give the exanples of the securities
fraud context, but those kinds of frauds span the
ganut .

The attorney general has done a | ot of
enforcenment in residential contractor fraud cases.
For sonme individuals, that may only be severa
t housand dollars, but it may be everything they had,
and they're left with a home in ruins.

And those are the kinds of cases that are
very inpactful that, unfortunately, present hurdles
under the current statute.

SENATOR MYRI E:  Thank you very nuch

And Senat or May on a second round.

SENATOR MAY: Just for [indiscernible] --
because of your answer before, |I'mcurious.

You basically said, if people -- the renedy
for crypto fraud is for people to do their due
diligence and do their research, which we al ways
want people to do.

But it nade me wonder if there's roomfor the
State to actually have a seal of approval on sone
options that m ght -- you know, where people could
feel nore confident of them

| s that sonething that we do, or that you
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t hi nk about doing, with vetting sonme of these
schenes?

SHAM SO MASWOSWE:  Yes.

So, you know, | don't want to put, you know,
the burden on the victim You certainly never want
to blane the victim But, you know, everyone has to
protect thensel ves because, you know, ultinately,
you have to.

But, you know, neking sure that folks are
registered is inportant. And so a |ot of our work
around crypto has been going after fol ks that have
not -- that are not registered with our office.

Maki ng sure that fol ks have a bit license is
al so i nportant, because, you know, when soneone
chooses to operate in the shadows, that often is the
first sort of harbinger of fraud because, why are
you doi ng that?

CGet registered, get a bit license. And if
you choose not to do that, then that's the first
single -- the first sign of fraud.

And so when we have pursued these
regi stration cases, then what we ultimately end up
finding is fraud.

So an exanple is our Coinseed case. W

brought that under our registration statute. And
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then once we filed it as a registration case, then
we were hit with 200 conplaints fromthe public that
said that they had been defrauded.

And so then we ended up going and getting a
TRO, getting a receivership, and it turned out to be
a massive fraud.

The same wi th KuCoi n.

KuCoin is a major crypto platform And we
filed a crypto registration, that they failed to
regi ster a case with us.

And then it turned out that the feds were
al so | ooking at themfor anti-noney |aundering and
fraud. And that they contacted us -- DQJ contacted
us and said, Hey, you filed a registration case.
Are they going to talk to us if we contact then?

And we said, Yeah. W can give you their
nunber .

And so that's what we're fighting, is that,
if you're not willing to get registered, then
there's sonething wong, and that's the first sign
of fraud.

Which is why, at the federal level, it's so
i mportant to nmake sure that we are not preenpted at
the federal level fromregistration, and certainly

not from fraud.
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SENATOR MAY: And that registration, is that
sonmething that's evident to the consunmer who m ght
be contenplating a transaction?

Is that public and transparent information
for thenf

SHAM SO MASWOSWE:  Yes.

Whet her they are registered with the AG and
have a bit license with DFS, that's all public
i nformation.

Al so, whether they are licensed with the SEC
or the CFTC, all of that is public -- publicly
avai |l abl e i nformati on.

SENATOR MAY: Ckay. Geat. Thank you.

SENATOR MYRI E: Sure, go ahead.

Senator Mirray.

SENATOR MURRAY: Thank you, Chai rnan.

| just have one foll ow up.

Earlier you had nmentioned that young -- the
younger generation is the target a |ot of tines.
And you had nentioned cel ebrities, influencers.

Are they in any way responsi ble or held
accountable if they are pushing a product like this
and it ends up being fraudulent? Are they in anyway
hel d responsi bl e?

SHAM SO MASWOSWE:  Absol utely, absolutely.
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They have been hel d responsible at the
federal |evel and they' ve been held responsible by
our office.

Just this |ast year, one of our |arger cases
i nvolved a | arge fund who was headed up by a very
popul ar person who used his credentials in the
financial -- in the traditional financial world.
And he was involved in Luna/Terra. And at that
poi nt, Luna/Terra was trading at 33 cents --

33 cents.

And he made a secret deal with Do Kwan and
brought it over to the Western world. And, you
know, went around on Twitter, saying, This is the
next big thing. This is the -- it's -- it's going
to go up in val ue.

And he's a holder, and that their firmis a
hol der, of this; all the while he was selling, he
was selling, he was selling. And it went up from 33
to a dollar. He said he was going to get a tattoo
if it went up to 100. It went up to 100. It went
hi gher than a 100, and then it crashed.

And t hey made hundreds of mllions of dollars
and everyone el se | ost.

And so we went after them and we got

$200 million fromthem And we got also reformns
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fromthem because that's also inportant.

It's inportant that, in addition to getting
restitution and getting noney, that we try to al so
get refornms fromthese conpanies as well.

And -- yeah

So, yes, it's inportant that we also go after
t he people that are going and shilling on the
| nt ernet and decei vi ng peopl e.

SENATOR MURRAY: (Ckay, great. Thank you.

SENATOR MYRI E:  Thank you bot h.

And thank you for the work that the office
continues to do.

Thank you.

SHAM SO MASWOSWE: Thank you.

STEPHANI E J. SWENTON: Thank you.

SENATOCR MYRIE: We will next hear froma
nunber of district attorney offices.

| believe that we are joined by
DA Alvin Bragg who is the Manhattan District
Attorney; we are joined by the Al bany District
Attorney, DA Lee Kindlon; and on behalf of the
Brooklyn District Attorney, Eric Gonzal es, the head
of the virtual currency unit, Al ona Katz.

So make your way down.

Ckay, take it away.
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DA ALVIN BRAGG  Good norning, Chair Mrie,
Chair May, Senator Mirray.

Thank you for the opportunity to testify
t oday.

As you know, New Yorkers lose mllions --
billions, excuse nme, to frauds and scans.

My office is investigating and prosecuting a
wi de variety of white-collar conduct, from
i nvest ment scans, securities fraud, wage theft,
t enant harassnment, cryptocurrency that's being used
to do terror financing, and all other kinds of
crinmes that are being underwitten

We subnmitted witten testinony, but | in
particular wanted to highlight three proposals today
that would really, really help our investigative
wor K.

The first, the Scam Act, proposed by
Senat or Myri e/ sponsored by Senator Mrie.

And | heard ny coll eague fromthe
attorney general's office already tal k about the
schene to defraud, so | won't bel abor it.

But | want to add to her comments, our
support fromthe Manhattan District Attorney's
Ofice.

You know, currently, as she said, if soneone
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engaged in conduct with the intent to defraud at

| east 10 peopl e, and succeeds in defrauding at | east
one person or obtains at |east 1,000 through fraud,
they're charged with a C ass E fel ony.

But if the sane person attenpted a fraud,
fill in the nunber, 50, 100, 1,000, they face the
same charge.

And so we're facing the sane issues that the
attorney general's office is in ternms of
accountability, a stratified penalty system in
det errence.

And so conduct that causes nore w despread
and severe harm should be eligible for nore severe
char ges.

And | want to just underscore, in our docket,
the conpl exity.

You know, we are not talking about, you know,
if it's a grand larceny or petit larceny, we'll
prosecute it that way.

The schenes to defrauds that we're
prosecuting generally are conplex actors who we
believe, in many cases, are pricing in. And
deterrence would be really, really garnered by
havi ng nore penalti es.

There's sone actors, obviously, that are
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acting inpulsively, and added penalties m ght not be
a deterrent.

But in our docket what we see, is the people
that we're charging with schenme to defraud generally
are actors that we think would be deferred --
deterred by hei ghtened penalti es.

The second bill that | want to highlight in
my oral testinony, again, sponsored by
Senator Myrie, is the CRYPTO Act. It would
crimnalize the operation of a virtual currency
busi ness wi thout a |icense.

And I"'msitting, listening to the testinony
and the col |l oquy about registration.

And registration is great, but there needs to
be a consequence if you're not |icensed.

And, currently, an operator of an unlicensed
virtual currency business in New York faces only
civil penalties.

That's not true in a nunber of other states,
and it's not true in the federal system where a
crimnal conviction carries -- can carry five years
in prison.

W woul d like to have that tool in our
t ool box.

And given the pervasiveness that we're seeing




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N -+ O

87

wi th noney-1| aundering, underwite all types of
crinmes, fromidentity theft and types of scanms we're
tal ki ng about here today, but also violent crines.

And, you know, we tried a crypto-terror
financing case within the | ast few years.

And so the scope of the conduct that this
woul d touch, the CRYPTO Act woul d establish crimnal
penal ties for these unlicensed operators, and,
again, gets to the steam of increasing the severity
based on the value of the currency and the duration
of the conduct: Unlicensed crypto transactions
amount to $1 mllion or nore. Wthin one year or
| ess would amount to a C Fel ony, carrying a nmaxi mum
of 5 to 15 years' incarceration

And, again, | would underscore the types of
actors that we're tal ki ng about here.

These are people who are availing thensel ves
of shadowy corners of our markets.

We have traditional brick-and-nortar banking
systens that have requirenents, |ike Know Your
Custoner Rights.

These are people who are seeking out the
shadowy corners, using the anonymty to prey on
i ndividual victins. And whether it's identity

theft, or even we're seeing in nore violent crine.
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And so havi ng these enhanced penalties for
not having the license, and having it be crimnal,
is really, really paranount.

The third, and | heard ny col |l eague
AG Swenton tal ki ng about, but -- and | know it seens
maybe wonky, but | want to underscore the provision
of the SCAM Act that ains to nodernize the process
for introducing routine business records in the
grand jury.

We're just behind the tines on this.

New York is the only state in the nation that
requires an in-person custodial w tness rather than
a sworn affidavit to authenticate certain routine
busi ness records.

And, here, | would just underscore really how
routine. W are tal king about the same set of
boi | erpl at e questi ons over and over to the
Wi t nesses.

| hear ny time is gone.

You have ny witten testinony, and you al so

have two phenonenal colleagues that -- to hear from
so I'll stop there.
Thank you.

SENATOR MYRI E:  Thank you.
DA LEE C. KINDLON: Good norning, everyone.
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Chai rman Myri e, distinguished nmenbers of the
conmi ttee.

My name is Lee Kindlon. |'mthe Al bany
County District Attorney.

| amgrateful for the opportunity to appear
before you today, and to go on the record in strong
support of the SCAM Act.

As the chief |aw enforcement officer of
Al bany County, | see every day what happens when the
laws fail to keep pace with the ingenuity of those
who seek to defraud our communiti es.

And when | tal k about communities, | talk
especi al |y about our vul nerabl e popul ations: Qur
seniors, you know, those who m ght not have access
to lawers who will take their phone call right
away; and al so our inmm grant popul ati on who have
al ways been susceptible to scans.

New York's white-collar crime and fraud
statutes have not been substantially updated for
decades. In that tinme, the |andscape has
transforned beyond recognition. The crimnals have
adapted and our | aws have not.

Your bill, this bill, seeks to correct that
i mbal ance, which is why we are strong proponents of

it.
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Just a few nonths ago, in Decenber, ny
office, in conjunction with the attorney general's
of fice, prosecuted one of the first deed cases in
the area, and we were successful.

But et me tell you, us getting to that point
was far harder than it needed to be.

W were able to secure a conviction, the
sentence is still pending.

But just to get fromPoint Ato Point B, you
know, such things should not take hercul ean efforts.
It should be a very routine thing because this is
somet hing that, obviously, we want to be able to
prosecut e, because you find nore and nore scam
artists are, again, attacking the elderly when it
comes to, you know, the security of their hone.

And, you know, the other thing -- and, again,
| have witten testinmony that highlights this -- but
the other thing we're finding with, you know, the
vul nerabl e popul ation, especially seniors, is these
are very proud people who don't like to admt that
t hey may have been conned.

You know, and there are seniors in ny life
who, educated, experienced, but they get the phone
calls, they get the visits at the front door, and

they are afraid to call, you know, nme; they're
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afraid to call people who could say, "no, that's a
scam " because they don't want to admt that this
happened to them

So what this |law does is, we are able to nore
effectively prosecute cases, prosecute cases far
easi er, going forward.

And it allows us to spread that nmessage out
into the community that, Hey, you know, your
government is out there working for you, your
government is out there |looking to protect you, and
prosecute these people who would try and take your
hone.

| also want to highlight the wage theft
provi si ons.

|"ve now been district attorney for just
about 14 nonths. And when | cane into office, | was
excited to be able to prosecute wage theft. This
was one of ny big things, because, you know, you
find those shady contractors who are al ways | ooking
to undercut, especially our unions and our | abor
force with cheap | abor, out-of-state |abor.

But what we found, as a practical matter,
when we really dug into it, was that there are so
many | ayers and shell conpani es and | abor brokers

and, you know, systens set up to get around these
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outdated | aws that, again, as a practical nmatter,
especially for an office that -- you know, | have a
m dsi zed office, | have resources, but | don't have
as much as | want.

Ri ght ?

But these |aws make it easier for smaller
offices like mne to be able to go out and prosecute
wage theft.

And as Al bany is |ooking at, and we're very
grateful for the State to give us the noney to
rebuil d our downtown. But we are |ooking at,
potentially, you know, a |lot of renovations com ng
to Albany. And | want to nake sure that that noney
goes to the right place.

And so, again, this is the sign on the front
door, that wage theft won't be allowed as we rebuild
downt own Al bany.

So the wage theft provisions, especially, are
things that | ook for, and I |ook to be able to use
those tools to cut through a | ot of these shel
conpanies, a |lot of these |abor brokers, to get to
the heart of the matter, and nake sure we can
prosecut e those individuals who woul d defraud and
undercut the |abor market.

| al ways have so nuch to say.
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So I'll cut to the end because, again, | have
submitted witten testinony.

Menbers of the commttee, the people of
Al bany County, |ike New Yorkers across the state,
deserve a | egal system equi pped to confront
twenty-first century fraud.

The SCAM Act is a serious and overdue step in
t hat direction

It updates our statutes, closes | oopholes,
and i ntroduces proportionate new tools, and sends a
cl ear message that New York will not tolerate those
who exploit its residents for financial gain.

So I"mproud to add the Al bany County
District Attorney's Ofice to the record in support
of this bill.

Thank you.

ALONA KATZ: Thank you.

Thank you, Chairperson Mrie, the Senate
Codes Committee, for inviting me to speak today, and
for your leadership in this matter.

Brooklyn District Attorney Eric Gonzal es
strongly supports Senate Bill 8594, the R p-Of Act,
and urges the legislature to pass this bill w thout
del ay.

So ny nane is Alona Katz. | ama lifelong
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New Yorker, and | amcurrently chief of the Virtua
Currency Unit at the Kings County District
Attorney's Ofice.

| want to share with everyone what it is |ike
to be on the front lines of fighting to protect
New Yor kers, including some of Brooklyn's nost
vul nerabl e residents -- seniors, immgrants, and
non- Engl i sh speakers -- froma tsunam of online and
cryptocurrency scans.

Wth just a phone and an I nternet connection,
international scammers are in the ears of
New Yor kers, targeting bank accounts, |ife savings,
and generational wealth that parents had planned to
| eave their children.

Each year, scammers grow nore adept at
stealing and | aunderi ng cryptocurrency, increasingly
using Al, a new technology, to exploit victins.

| spend nost of my days talking to victinms of
t hese scans.

Not a week goes by that | don't find myself
on the phone with a community nenber, struggling to
accept that every cent they have, and every dream
and goal they spent their whole life savings for, is
gone. They tell me they feel broken.

| have heard froma retired New York City




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N -+ O

95

school t eacher who | ost her entire pension.

|"ve struggled to answer a senior citizen who
asked me how he would pay his rent next nonth, after
he invested everything in what turned out to be a
fraudul ent cryptocurrency platform

|"ve listened to the story of how a scanmer
preyed on a New Yorker who tried to invest in
cryptocurrency because she was desperate to earn
nore noney so that she could spare her famly the
burden of medical bills for her termnal illness.

In the fall of 2023, District
Attorney Gonzal es established the Virtual Currency
Unit after hearing about the rise of Brooklyn
residents asking for help after being victimzed by
t hese types of scans.

The unit's mssionis to fight back to
aggressively investigate and [indi scernible] those
behi nd t hese devastating schenes, to arm our
community with the know edge needed to protect
t hensel ves, and to try and cl aw back stol en funds.

| have been an assistant district attorney
for about 15 years, and | amhere to tell you we
need better tools, laws, and support to carry out
this mssion.

The Ri p-Of Act has answers and sol utions.
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Since the creation of the Virtual Currency
Unit, we have shut down hundreds of websites that
| ook |like real cryptocurrency investnent platforns,
replacing the fraud platformwith a | aw enforcenent
war ni ng.

We' ve di srupted scam operations and al erted
victins.

W' ve expanded outreach efforts to warn
Br ookl yn resi dents about staying safe online.

W' ve even nanaged to see sone stolen
cryptocurrency. But because of the speed at which
cryptocurrency noves and legal limtations, it was
only a small portion of what was taken.

There is so nmuch nore that we could be doing
for our victinms through a nodernization of New York
State | aws.

That's why we're urging the legislature to
pass Senator Myrie's bill, which provides
much- needed updates so that |aw enforcenent can nore
effectively and prosecute the crinmes, and return
stol en cryptocurrency to victims.

And | just want to highlight sone key
provi sions of the bill that would be particularly
hel pful .

It explicitly includes virtual currency as
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property for the purpose of larceny crines.

It defines a virtual currency transaction for
t he purpose of noney-I|aundering crines.

It would allow for the adm ssion of
cryptocurrency exchange busi ness records as evi dence
in the grand jury with a business record affidavit,
as traditional bank records already do.

And it would establish a procedure and | egal
process for the return of stolen cryptocurrency of
fraudul ent schenes to victins, including notice,
heari ng, and evidentiary requirenents.

| f enacted, these nodernizations will help
ensure that victims of cryptocurrency and online
crines are treated no differently than victinms of
nore traditional crines.

The urgency and need for this nodernization
at the state level is growing, worsened by the
federal government's recent shift in priorities and
retreat from cryptocurrency enforcenent.

As District Attorney Gonzales testified
recently at the city council, federal agencies are
| osing resources to focus on investigating
cryptocurrency scans.

So what that nmeans for nost New York victins

of cryptocurrency fraud, this often | eaves themonly
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with their local district attorneys' offices as a
nmeani ngf ul defense and resource.

W sinply can't afford to fail our victins
and residents by being ill-equipped to handl e these
types of cases.

So once again, thank you.

SENATOR MYRI E:  Thank you very nuch

And |'m aware that Senator Miurray wants to
ask some questions. May have to step out for a
comittee neeting.

And so if you don't get the exchange that you
need, we'll try to get you on the second round
hopefully with the panel still being here.

SENATOR MURRAY: Thank you, Chai rnan.

I, literally, have to be at a conmttee
neeting in three mnutes.

So I"mjust going to throw a question out,
and | know | can't even listen to the answer, but
| want to nmake sure | get it on the record.

In particular, | want to tal k about just
SNAP- benefit fraud and being stolen.

Is this becom ng, especially in New York
City, it's prevalent there -- but, first off, let ne
say this: That's on us; that's on New York State.

We have not noved as quickly as we should to get the
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chip technol ogy. W are behind.

Thank God, the Governor's put noney in the
budget this tine to at |east start noving.

But we are 12 to 18 nonths away fromthem
being there, and that's bei ng generous.

So are you seeing that this is nore of a --
an organi zed scam if you will?

This isn't just sonebody, you know, stealing
one thing. But this is putting skimers on things.

Is this nore organized; is that what we're
seei ng?

DA ALVIN BRAGG So | really appreciate the
guestion. It's something that we've been focused on
in the office.

| would say it's a nationw de issue, is what
we're seeing. W are closely examning it.

There are soneone one-offs. But, certainly,
fromwhat we're seeing, it appears to be that there
are organi zed, conpl ex networks.

And so we are in the process of investigating
a nunber of matters in this space.

SENATOR MURRAY: And do you have the tools
you need to do that?

DA ALVIN BRAGG | think from an

i nvestigative standpoint we do.
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And | don't want to prejudge an investigation
before it ends.

But | think this could be one where the
"schene to defraud" statute change woul d be
particul arly hel pful.

You know, if it turns out -- and, again,
| don't know, since it's a hypothetical, because we
haven't, you know, reached concl usions.

But you could see in this space, you know,
sonmeone who i s organi zing across county |ines,
across jurisdiction Iines, where, again, the "schene
to defraud" statute can al so be hel pful.

And taki ng anmounts, you know, 500, 900, you
know, increnments that add up, and so the -- both the
numerical victimchange that's in the schene to
defraud, and al so the dollar anount, could very
well -- this could very well be an instance where
t hat change woul d be renarkably hel pful

SENATOR MURRAY: That's a great point.

Thank you.

SENATOR MYRI E:  Thank you, Senator Muirray.

Ckay. So |'ve got a nunber of questions.

And I'Il start first, with gratitude, to
New York City DAs who nade the trip up here.

Thank you.
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Qur Al bany DA had, you know, not too far a
di stance to get here, but we're still very gratefu
for your attendance.

So to DA Bragg, and thank you for your
| eadershi p and work on the CRYPTO Act, and a nunber
of other issues.

You know, you've spoken about, in other
forums, our need to turn our attention to our
whi te-col | ar statutes.

And, you know, ny position has been -- you
know, | chair the Codes Commttee. A lot of very
important crimnal justice issues nmake their way
through this commttee. W have had to grapple with
a lot of things as a | egislature.

But we have nade a | ot of investnents as a
state and as a systemin tackling, sort of,
colloquially called "street crime," and investnents
in that direction.

And | don't think that we have done the sane
thing on this front.

And |' m wondering, given your jurisdiction,
and being the financial capital of the world, what
val ue you see in us pursuing, sort of, nore
attention to our white-collar crime statutes?

DA ALVIN BRAGG And | thank you for your
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| eadership. | think we were all here together for
your convening. And so we thank you for -- | thank
you for your | eadership.

Look, I think New York, in general, is
extraordinarily special.

Manhattan is the financial capital of the
worl d, and many of these provisions interact, you
know, with that.

W -- whether it's the virtual appearance.

We've got many victins who cone for tourism
tourist capital of the world we would al so suggest.
And then they go back hone, and reaching them and
getting them back. They are victins. And soneone
who preyed upon them may al so then prey upon soneone
who |ives here.

The CRYPTO Act with a banking center. And as
peopl e shift away fromthe brick-and-nortar banks,
there's still networks here, and so we see
incredible activity.

| mentioned sone of the matters we've done,
which we were able to do, nuch like my colleague in
Al bany, we're able to do it, but it takes nore work
because of the structures.

You know, we -- we've -- within the |ast few

years, have prosecuted a, you know, $5 mllion
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unregi stered Bitcoin ATA busi ness that was marketing
to all sorts of crimnal actors; a peer-to-peer
trader who laundered mllions in drug proceeds;

a dark web drug-trafficking ring, all able to, sort
of, do the work. Sonetinmes, because these actors
take a foot out of the shadows and use the
traditional banking structure, and then we're able
to follow them Sonetimes it's ol d-fashioned
surveillance. Sonetines it's puffery on their part,
where they're braggi ng, you know, on sone soci al
medi a app.

But that's what we've been able to do.

We know there is so much nore. This market
i s huge.

And so the licensing in particul ar, having
crimnal penalties for not having a |icense.

They don't have a license, so they don't have
to know their custoners, they don't have to do
suspi cious activity reports.

And so | would say, particularly, you know,
what we see on our docket, having drawn in, over
generations, people who are engaged in all sorts of
financial transactions, they're here, they're used
to being in Manhattan. And now t hey see anot her way

to do it where they don't have to do this reporting,
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and they're pivoting, and they're | aundering, you
know, millions and mllions of dollars.
And so, you know, all the changes, you know,
inthe witten testinony are particularly inportant.
But | would say the |icensing regine.

And given the volume of our work, and this

is, I would say, both street crimes and white-collar
crines, the grand jury business record. It would
just -- it would allow, you know, one, froma fisca

st andpoi nt, the amount of noney that is spent, but
al so the anount of grand jury tine.

Grand jury time is precious.

W have to go to the people and get an
indictrment, and the use of that tine is precious.

And so even though that seens sort of wonky,
and | know you appreciate it, but | spend time on
it, because that time allows us to do nore cases, do
nore conplicated cases. Save noney for the state.

And, you know, all we contend, without
prejudi ce to any due process rights, because we're
only tal king about the grand jury process.

As you know, | was a federal prosecutor
before this. You know, hearsay is allowed in the
federal grand jury.

We're not proposing that. W're not -- you




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N -+ O

105

know, this is sort of a very, | would say, a snall
step, but one that would be so inpactful on both our
white-collar and our street-crime practices.

SENATOR MYRIE: And if you can, DA, the
bi furcation of white-collar and street crine is
sonmething, as | have spent nore tine on this issue,
have realized, particularly in the crypto case, that
they are actually becom ng increasingly, if not
whol |y, related now, because of the mechani sns that
are being used by organi zed crinme rings.

So I"mwondering if you could speak to that
as wel | .

DA ALVI N BRAGG 100 percent.

| nmean, you know, we tried a crypto case that
sounds white-collar. But thing that we all eged and
we proved and got a conviction, was using that noney
to send it overseas to finance terrorism

You know, closer to home, you know, we see
everyt hing from supporting, you know, drug
trafficking, and other things that are sort of
traditional street crines.

| nmean, generally, we see, with sone
organi zed, you know, crime rings, they want to nake
noney, and then they want to hide the noney.

And you see this real intersection that --
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you know, | becanme a prosecutor for the first tine
in 2003. And increasingly, this is anecdotal, but,
increasingly, really, this intersection. And we see
it in our docket, where -- you know, I'Il give just
one vignette:

There was, you know, soneone who we suspected
was engaged in gun trafficking, but we couldn't
prove it.

He was nuch nore open about his fraud which
he was advertising on a social nedia channel.

And so we did the fraud investigation. W
said, all things being equal, you know, let's do the
fraud investigation on the person we think is gun
trafficking.

And t hen when we brought that case down, we
did a search warrant, we found a gun as a part of
the search. Did a ballistics match and were able to
sol ve a shooti ng.

W are -- we're -- you know, that's one
exanple. But what we are seeing is sort of an
overlap, in effect, with staffing, also really
havi ng nore di al ogue within our office between our
white-collar and our street-crimes practice.

SENATOR MYRI E:  Thank you, DA

Al ona, | thought the testinony on sort of
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your day-to-day practice and what you're seeing in
Brooklyn, and I'm not just saying this because |'m
from Brooklyn, but | think makes it very real for
peopl e |istening, to understand what the actual

i mplications are.

And so |'m hoping you can spend a little bit
nore tinme tal king about just the regul ar exanpl es of
how illicit activity in the cryptocurrency space is
i npacting regul ar New Yorkers.

This is not tech bros or, you know, peopl e€;
just everyday fol ks, what the inplications are?

ALONA KATZ: Absolutely.

There is no such thing as a typical victimin
t hese scans.

When people ask nme, "What can | do to protect
mysel f?" | tell them You should think of yourself
as a potential victim

Once you have the nmentality of, "I can never
fall for that," you' re vul nerabl e.

We have an action center, the Brooklyn
District Attorney's Ofice, that we regularly get
calls from And we're also |ooking at NYPD
statistics and other federal databases to find our
victins.

It is, the harmthat occurs is irreparable.
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When | say "generational wealth,” you know,

| " ve spoken to people that enphasized, | don't want
to be thought of as "I fell for this because | was
greedy. "

| was trying to earn noney in what | thought
was a viable, safe alternative to traditional
savi ngs account, and that was noney | was going to
give to ny children and grandchil dren.

O, | thought that | was going to increase ny
savi ngs account so that | could actually retire
safely.

And | want to stress that the scamentities
that 1'mtal king about, they are not actual
cryptocurrency exchange that -- exchanges that are
operating and not registered.

They are sinply a Tel egram phone nunber,

a website, and advertising on Facebook.

No entity ever existed, no cryptocurrency
exchange ever existed. It was fraud fromthe onset.

What |'ve seen, particularly in Brooklyn that
has i mm grant conmunities or conmmunities where a
particul ar | anguage is spoken, is that fraudsters
are finding themin an increasingly targeted way by
runni ng adverti senments on Facebook in a specific

| anguage to target that specific comunity.
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That helps to build trust, which also | ends
to the betrayal that cones when the scamis
unr avel ed.

A large part of ny day-to-day is not actually
going into the grand jury and arresting people
because these scammers are al nbst excl usively
over seas.

A large part of ny day is spent talking to
victinms, and explaining why | amso sorry, but
there's nothing that | can do as a state and | ocal
pr osecut or.

| try to give theminformation because
information is closure and protection.

| try to explain how their noney, you know,
di sappeared, you know, within five seconds of the
first send.

| try to offer themthe resources of the
Victim Services Unit of the Brooklyn DA's Ofice,
and | try to help them protect thensel ves agai nst
what we call, "secondary," or "foll owup scam"”
where there are scanmmers, knowing that this victim
has al ready been a target. They follow up a short
time later and they say that they're froma recovery
servi ce.

So | tell them |ike clockwork, you will get
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acall in tw weeks froma recovery service. It's a
scam If you have any doubts, just call ne back and
| can tell you again.

So there's a huge social services, | would
say, conponent to my work as well.

SENATOR MYRI E:  Thank you.

Senator May, | don't know if you have --

SENATOR MAY: No, | don't.

SENATOR MYRI E:  Ckay.

SENATOR MAY: Sorry that | missed a | ot of
your testinony.

SENATOR MYRIE: Well, let me thank all of you
for your testinony, and thank you for your continued
wor K.

And we appreciate the feedback, and we'll be
taking it all into consideration.

Thank you agai n.

DA LEE C. KINDLON: Thank you.

SENATOR MYRI E: Ckay, the next panel.

Just before you testify, just say who you are
and your organi zation, and then take it away.

RI CHARD BOURAS: Thank you very much
Chai rmans Murray and May.

My name is Richard Bouras. |'mpart of the

| nvestigations and Intelligence Sol utions team for




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N -+ O

111

Chai nal ysi s Governnent Sol utions, where we harness
transparency of blockchains for, |ike, governnents,
banks, and busi nesses, to have the data they need
for this new digital econony to thrive.

We track cryptocurrency used by illicit
actors, such as those carrying out investnent
i npersonation scans; provide data on their financial
activity to private and public-sector custoners,
including the U S. public sector.

In each of the past five years, scam
operators have received over $12 billion in
cryptocurrency paynents, and 2025 is estimted to
have been a record year for these scam revenues.

Qur data shows at |east $14 billion where the
cryptocurrency was scammed globally. W actually
expect that figure to exceed $17 billion as we
continue to retroactively identify nore scans.

Overall scaminflows have al so surged,
particul arly through inpersonation techniques that
saw a staggering 1400 percent year-over-year growh
as fraudsters |everage Al to target victins nore
effectively than ever before.

Qur analysis reveals that, on average, scans
with on-chain links to Al vendors extract

$3.2 million per operation, conpared to $719, 000 per
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operation wi thout those on-chain Al links. That's
4 1/2 tinmes nore revenue per a scam

Thi s suggests both hi gher operational
ef ficiency and, potentially, broader victimreach.

This increased transaction vol une indicates
that Al is enabling scammers to reach and manage
nore victinms simultaneously, but also nmaking the
| arger industrialized scans nore persuasive.

Cryptocurrencies are the financial rails of
choice for scanmers for the sane reasons legitinate
users use them Transactions are cross-borders and
i nst ant aneous.

But 1'm here today to enphasize that
fraudsters use of cryptocurrency should place them
at a fundanental disadvantage, given the
traceability and freezability of many of these
assets.

At Chainal ysis we anal yze the transaction
data from bl ockchai n networks to provide clear
vi sual representation of scam networks and
| aundering activities, a |level of transparency that
isn't possible in traditional fornms of val ue
transfer.

Wth this blockchain intelligence, |aw

enforcenent and regul atory bodi es can di srupt these
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net works, cut themoff fromthe gl obal financial
system wi th sanctions and asset seizures.

Bl ockchai n anal ytics offers uni que
opportunities to trace proceeds of crines, identify
additional victins, and partner with the private
sector to disrupt illicit networks and pursue
restitution rather than relying on those one-off
crimnal investigations.

However, despite the potential for
di sruption, scammers are exploiting the disjointed
and reactive nature of how the public and private
sectors respond to scans.

This crisis requires a unified and
t echnol ogy- enabl ed response, preventing New Yorkers
fromengaging with scanms altogether, and identifying
and dismantling the groups responsible for
perpetrating these scans.

As such, we have two recommendati ons. These
i ncl ude:

One: Leveragi ng advanced technology as to
conmbat scanmmers' grow ng sophistication and prevent
renedi ate -- and renedi ate scans.

Too often, scamvictins are turned away from
| ocal authorities who are ill-equipped to properly

assi st crytpo-enabl ed crines.
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Addr essing the chall enge al so demands a
paradi gm shift fromreactive enforcenent to
proactive disruption through Al-powered
fraud-prevention technology to identify scammers
before they neet their victins.

Tool s |i ke Chainalysis's Alterya provides
realtime proactive fraud protection for exchanges,
bl ockchai ns, and wal | et providers.

Al terya has al ready hel ped top crypto
exchanges decrease fraud by up to 60 percent,
reduced scamrel ated di sputes, and inproved the
ef ficiency of nmanual operations.

Alterya utilizes artificial technol ogy and
ot her advanced techniques to identify scam

activities across various online sources, enabling

| arge-scal e early upstream detection of these scans.

Over the past year, Alterya has prevented
nore than $300 mllion in | osses by supporting
custoners and proactively reducing fraud.

This is what the future of conbating scans
| ooks li ke.

Qur adversaries are |leveraging Al to rob
Americans of their |ife savings, and we nust
| everage that technology to beat themat their own

gane.
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Second: Provide |legislation and gui dance to
financial institutions and crypto businesses to help
them i ntervene when identifying a potential scam

New York's DFS has, for years, been at the
forefront of regulating digital asset and
cryptocurrency busi nesses.

Continuing their |leadership in this space by
provi di ng clear and consi stent guidelines could help
firms navi gate when and how t hey can sl ow, bl ock, or
scrutini ze suspicious scamtransactions, and what
forms of friction are appropriate w thout
over r eachi ng.

Further, crypto ATMs continue to renmain a
critical input for scammers who often instruct
victinms to convert cash into cryptocurrency at these
ki osks before funds are quickly transferred.

| ncreased penalties |like the ones recently
proposed in the CRYPTO Act would provide victins and
| aw enf orcenent agencies greater recourse to shut
down and prosecute unlicensed ATM operators and
ot her virtual asset service providers not conplying
with the New York bit |icense requirenents.

Agai n, thank you for this opportunity to
provi de testinmony on this inportant topic.

We | ook forward to partnering with you on the
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initiatives to better protect New Yorkers.

ARl REDBORD: Chair Myrie, Chair My, nenbers
of the commttee, thank you for the opportunity to
testify today on an issue directly inpacting
famlies, retirees, and small businesses across
New Yor k.

My name is Ari Redbord. |'mthe gl obal head
of policy at TRM Labs, where we work with federal,
state, and | ocal |aw enforcenent, regul ators,
financial institutions, and national security
agencies in New York, and globally, to detect,
investigate, and disrupt illicit activity in the
di gital asset ecosystem and beyond.

Before joining TRM | served for nore than a
decade as a federal prosecutor at the Departnent of
Justice, and later as a senior treasury official at
the U S. Departnment of Treasury's Ofice of
Terrorismand Financial Intelligence, confronting
terrorist financiers, sanctions evaders, narcotics
traffickers, and transnational crimnal enterprises.

| do not say this lightly: The
i ndustrialization of scam networks, so-called
"pi g butchering” schenes, targeting New Yorkers
is the nost pervasive and economically destructive

financial crime threat | have encountered in ny
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career.

New York sits at the center of gl oba
finance, and that centrality brings exposure.

VWat we face is not sinply nore fraud, but a
structural shift in how exploitation is engineered
and scal ed.

Organi zed scam networ ks now operate with the
di scipline and reach of multinational corporations.

The consequence -- the consequences are
i mredi ate and they are deeply personal.

Retirees lose their |ife savings.

Fam | i es absorb devastating | osses.

Smal | busi nesses see operating capital
vani sh.

This is econonic violence at scale.

The nunbers underscore the urgency.

TRM s 2026 crypto crine report estimtes that
approximately $35 billion float into
cryptocurrency-related fraud schemes in 2025 with
only about 15 percent of victins reporting.

The true inpact is far higher.

In New York al one, TRM data shows nore than
100 mllion in crypto-related fraud in 2025, neani ng
the real damage across the state is significantly

greater given chronic underreporting.
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Artificial intelligence is accelerating these
schenes.

Thr ough Chai nabuse, TRM s gl obal scam
reporting platform we have docunented a nore than
500 percent increase in Al-linked scamactivity over
t he past year.

Deep-fake i npersonations, Al-generated
financi al advisers, and autonated engagenent tools
expand scale and credibility.

Al al so conpresses |aundering tinelines,
nmovi ng funds across chains within days.

Al t hough these networks are gl obal,
enf orcenent begins at the precinct.

When a victimwal ks into an NYPD station
house with screenshots and transaction
confirmations, the investigative clock is already
runni ng.

A wal | et address and transacti on hash anchor
tracing on a public |edger.

| f those identifiers are not captured and
escal ated i Mmedi ately to investigators equi pped with
bl ockchain intelligence tools, |ike TRM recovery
prospects decline rapidly.

Meeting the nonment requires tools and it

requires training.
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Bl ockchain intelligence capabilities nust be
depl oyed across NYPD and district attorney offices
st at ew de.

Digital asset literacy should be nmandatory in
t he NYPD acadeny so every officer can identify and
preserve bl ockchai n-based evi dence.

Det ectives and assistant district attorneys
nmust be trained to translate on-chain tracing into
adm ssi bl e courtroomready evidence.

New Yor k has shown al ready what specialized
capacity can achi eve.

Under Brooklyn District Attorney
Eri c Gonzal es, prosecutors have built neani ngful
bl ockchai n investigative capability with | eaders,
such as Assistant District Attorney Al ona Katz,
integrating victimnarratives, and on-chain anal ysis
i nto cohesive prosecutions.

That expertise nust be scal ed statew de.

The R p-Of Act strengthens this response by
aligning crimnal penalties with the scal e of
Al - enabl ed fraud, and ensuring bl ockchai n-derived
records can be effectively presented in grand jury
pr oceedi ngs.

New Yor k has al ways net evol ving financia

threats with i nnovati on and resol ve.
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We nust use technol ogy for good, equipping
our officers and prosecutors with the tools to natch
t he speed and sophistication of this threat.

At TRM we are here to support that m ssion.

Thank you, and | | ook forward to your
guesti ons.

SENATOR MYRI E:  Thank you.

Senat or May?

SENATOR MAY: Yeah, thank you.

Thank you, bot h.

| feel like I'mlearning so nuch here.

M. Bouras, | wanted to tal k about the crypto
ATM i ssue that you raised.

As the Consumer Protection Chair, |I'm always
t hi nki ng fromthe consuner's vi ewpoint.

Li ke, what signals are there?

| nmean, | honestly am nervous about using
ATMs in general, because | know there are ways to,
you know, scam people with that technology in
general .

But with crypto ATMs, |'ve never used one.

But |' m wondering, what sign posts or
gui delines are there for the consuner to be able to
check if it's a legitimate one?

Rl CHARD BOURAS: Thank you.
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So there's a nunmber of posts.

One is just going to be, signs can be up on
the legitinmate |icensed ATM saying, like: Please
watch out. |Is this a scan? Do you know who you are
sending to? Have you ever even spoken to this
per son before?

You know, and so they kind of have those
war ni ngs, both in signs on them as well as while
you' re goi ng through the operations thensel ves.

O her things to | ook at, too, is going to be,
just with, you know, the registration and |icensing,
what sort of verifications do you need when you're
usi ng that ATM?

If they're telling you that you can send

t housands of dollars w thout ever having to provide

any sort of, you know, |icense or registration, and,
just, you don't even need to provide an e-nmil, sort
of thing, [indiscernible] -- thenit is -- it should

kind of like raise those alarmbells with them that
this isn't nornal.

You have to give sone sort of ID. Even to a
traditional ATM vyou're putting in your debit card,
you're putting in sonething, that has been checked
bef ore.

And if these aren't asking you for anything,
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it's likely unlicensed, then.

SENATOR MAY: So is there -- is it just up to
whoever put the ATMthere, to put this signage on
there, or is there -- are there any kind of
requi renents? Should there be?

| s there sonething we should be doi ng?

Rl CHARD BOURAS: Yes, there should definitely
be requirements. And part of that is part of DFS s
regi stration

And | think a ot of that, too, will now cone
from when we tal k about the CRYPTO Act, of giving
that, you know, those legal teeth to it, of really
saying, like, nowit is a crimnal issue as well.

D fferent states have different regul ations,
both to the limt that can be done per transacti on,
as well as the type of KYC requirenents.

You can also look at things then that can be
regi stered on the websites as well.

SENATOR MAY: Ckay. Thanks.

ARl REDBORD: If | may just, sort of really
qui ckly, on that question, because it's a great one?
At TRM we see about doubl e the anount of
illicit activity associated with ATMs as we do to

t he broader ecosystem

So there is no question it's a problemand it
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shoul d be a focus.

| think the challenge is, how do you allow --
ensure that |awful users have access to this
t echnol ogy and stop bad actors?

And | think with these machines in
particular, what's so inportant is to ensure that
t hey have the licensing which really cones with al
the conpliance controls. Right?

You are required to be using bl ockchain
intelligence tools today as a New York DFS-1icensed
entity; that you are -- you know, that you have the
policies and procedures in place, that you are doing
conpl i ance.

So I think so nmuch of this comes down to that
sort of initial licensing determ nation, and are
these entities you should be transacting wth.

SENATOR MAY: Right.

Thank you.

And, M. Redbord, | appreciated your term
"econom c vi ol ence. "

| feel like that's -- we don't think about it
that much, but that really is what it feels like
when you get scammed.

ARl REDBORD: One thing quickly on that

point, if you don't mind, and that is, | think one
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thing that's been mssed to sone extent in the
conversations today, is that these are truly gl obal
organi zations. This is organized crine.

Much of it is in Southeast Asia; but, now,
nore and nore all over the world, in the
M ddl e East, in Africa. And they are attacking, in
many cases, U. S. persons and New Yorkers at scal e.

This is very different than any question to
me around licensing determ nations or the great work
that New York DFS is doing around the bit |icense.

There is a growing | awful ecosystem

These are just scammers.

SENATCOR MAY:  Yeah.

ARl REDBORD: And we need to target them not
just with crypto tracing. W need to put all the
tools in NYPD hands and prosecutors, as | nentioned.
But this is a national and gl obal security nonent.

And when we have this conversation in front
of the federal governnent, noney -- nuch of it is
asking to ensure that we have the national security
tools and capabilities in place to actually go after
t hese bad actors gl obally.

SENATOR MAY: Right. | don't disagree.

But I'mnore focused on, like, what happens

at the personal |evel.
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So one thing you nmentioned was training

for -- digital asset literacy training for police.
Did you have in mnd for all, Iike,
rank-and-file police, or detectives, or, like, you

know, what |evel do you think --

ARl REDBORD: It's a great question.

And it can certainly be triaged | think for
everyone.

Look, if every crine is a financial cring,
and cryptocurrencies are going to be used in nore
and nore crines, to include scans and ot her types of
activity, then that nmeans the second you walk in
t hat precinct door with those screenshots, with
t hose transacti on hashes, the person that you're
talking to, that intake officer, should know, have a
sense, of what you're tal king about.

Hopeful ly, they were trained at the acadeny
on it.

But then, hopefully, they can get you right
away to soneone who has access to the tools, who has
deep training, who can junp into TRMs platform and
start to track and trace the flow of funds.

So | would say, in a perfect world, it would
be a mandatory training across NYPD, but

understanding, like, we're in a triage noment with
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resourcing. But as nany as possi bl e.

SENATOR MAY: And | represent upstate, so,
you know, it -- yeah, the resources aren't there
for -- necessarily.

But | hear you.

On the other side of things, you tal ked about
only 15 percent of victinms reporting.

Li ke, how do we raise that nunber?

And | will say, as sonmeone who was
victimzed, you' re enbarrassed, you feel |ike an
idiot. It's, like, hard to bring yourself to go and

report sonething where you' ve been scanmed.

But what kind of tools are there out there?

And how can we, as a state governnent, be
maki ng sure that those are available to people, to
really nake sure that --

ARl REDBORD: It's really the nost --

SENATOR MAY: -- nore people report?

ARl REDBORD: It's really the nost inportant
guesti on.

And | thought Alona's testinony was actually
some of the nost beautifully I've ever heard
articulated on this topic and working with victims.

| would say that a nassive public canpaign

around scans is sonething that we've been talking
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about at a federal level, but certainly at a state
| evel makes sense.

Peopl e should be able to, as quickly as
possi ble, identify thenselves as a victim because
| think part of the lack of reporting comes from
sort of, not know ng exactly what's happening to you
in that noment.

SENATOR MAY: Right.

ARl REDBORD: But there's that other piece,
the shame piece, and it is very, very real

And ny feeling is that part of that training
woul d be for officers to understand nore and nore,
sort of, what a victimis going through.

W want to neet people where they are.

Wen | was a prosecutor, for a long tine
| did donestic violence cases, and we tal ked about
vi cti mcentered approach.

It's as inportant to take in these cases.

So | think it's a nassive public awareness
canpaign, as well as ensuring that when you are
engaging with | aw enforcenent, that it's a good
experi ence.

| mentioned we run a website called
Chai nabuse. com which is just open source. W

encour age people to make sure that they are
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reporting there. There's a portal to report
directly to | aw enforcenent through there.

So there's all kinds of things that can be
done, but | think a lot of this is awareness.

SENATOR MAY: Yeah, okay. Thank you.

RI CHARD BOURAS: | would also --

SENATOR MAY: W will be hearing from AARP
next --

RI CHARD BOURAS: | would also like to add --

SENATOR MAY: -- and | know they are very
invol ved in that, too.

RI CHARD BOURAS: -- that -- [indiscernible]
to that, there are also the parts that people don't
report because they sinply do not realize yet, with
sonme of these scanms being |ong-termscans, that
they're actually victinms yet.

We've seen in, you know, what we cal
"pig butchering,” where we'll -- they m ght even get
payouts, you know, initially, where it |ooks |like
t hey are maki ng noney. So then they start to, you
know, contribute nore and nore noney, and they m ght
t hink everything is okay.

There's plenty of, you know, fraudul ent
Al i mages of them show ng, you know, different

bal ance transfers, and different accounting, "This
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i s your account bal ance now," on these entire
websites, where they think they' re actually | ooking
at their accounts, when nothing is there.

So | think also working with the private
sector, too, when we're identifying these frauds.
Wrk with public and private to identify that these
are -- this is now a known and identified scam

We're working with them so they can reach out
totheir -- like, their clients that m ght be
utilizing this, and say, Hey, by the way, this --
you might actually be a scam here.

And getting that victimknow edge out there
that way as well

SENATOR MAY: Al right.

Thank you.

SENATOR MYRI E:  Thank you, Senator May.

Senator Mirray.

SENATOR MURRAY: Thank you, Chair.

And | apol ogi ze for scooting in in between.

But | had the sanme thing witten down,

15 percent, | mean, and why so | ow?

But | think we know.

But with that said, is there a particular
target?

And is it because, maybe, are we targeting
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seniors nore, because they're enbarrassed, or don't
want to? O are they targeting younger because
maybe they don't realize it?

s there a particular target?

ARl REDBORD: There's really an extraordinary
range, and it's interesting.

| think we think of this, there's an
el der-fraud conponent to it.

But in these specific, sort of, pig
but chering scans start out as a ronmance scam and
ultimately end up as an investnment scam

It is just a wide array of different types of
peopl e.

So in nmy view, the way we woul d need to do
this is to neet all of those different denographics
where they are, whether it is our elderly
popul ati on. But young people, who are nore
crypto-savvy, have that sort of FOMO that the
attorney general's office tal ked about earlier in
t he hearing.

Ri ght ?

So it isreally a mx of people, which rmakes
this even nore dangerous, because that's when you
can get to that 35 billion globally, the 100 million
i n New York.
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It is not a subset. It is a |large group.

SENATOR MURRAY: And that was ny ot her
guesti on.

As you had nentioned, this is global.

But is New York one of the top targets?

ARl REDBORD: So New York is always a top
target when it cones to the fact that it's a
financial center, and just popul ation-w se.

W see New York as one of the -- sort of the
top states, along with Massachusetts and ot hers,
when it comes to really targeted -- these targeted
pi g butchering types of outreach.

| think the 100 mllion is extraordinary.

But when you think about the fact that that only
accounts for 15 percent or so of reports, that's
when you get to sonme really dangerous territory.

SENATOR MURRAY: Wow, yeah, good point.

Thank you.

SENATOR MYRI E:  Thank you, Senator Muirray.

So if we can, just to step back for a second,
| nmentioned this at an earlier panel, about those of
us who are somewhat famliar with the cryptocurrency
space, who sort of speak fluently about it. But
some of the -- what we feel are intuitive things can

be lost on it.
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So if we can -- | know we have said what
"pig butchering”" is. It's kind of a stark termthat
| don't think nost people are aware what that is.

So to either of you, just for the record, to
expl ain what that type of schene is.

ARl REDBORD: Yeah, happy to do it.

It really is that sort of m x of ronmance and
an i nvestnent fraud.

Otentinmes, a bad actor will reach out -- we
all get these every day; right? -- "Hey, how you
doi ng?" to your text nessage or social nedia, and
we'll start a conversation. And, ultimtely, that
conversation will end up romantic in nature.

It could take weeks to grow, but then
ultimately ends up with sonme kind of question around
investment: | made a great investnment. Wuld you
be interested in this?

The person makes that investnent. Otentines
there's a larger return sent back, to start to
really create that believability. Otentines the
platform | ooks very legitimate. Maybe it's actually
a fake platform based on a real one.

And then, ultimately, after the victimsends
| arger and | arger amounts of funds, that's when --

as horrible of a termas it is, that's when the




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N -+ O

133

"but chering"” takes place; steal all the funds and
t hey' re gone.

And | thought a great point earlier, about
the fact that, oftentinmes, the victimdoesn't know
for sone time, because you really can't wap your
head around it.

And there's just been a proliferation of
t hese types of cases. And so nany of them are
com ng from you know, places in Southeast Asia;
Canbodi a, Laos, Viet Nam Myanmar.

And what this has turned into is wealth
transfer fromlawful Americans to crimnal networks
i n Sout heast Asia and beyond.

Rl CHARD BOURAS: Yeah, that's a great point.

And to add to that, too: Wen we're talking
about those victinms, and how I ong this has gone on,
and how realistic it seenms, you will even get to the
poi nt where, when they are notified that this m ght
be, you know, a potential pig butchering scam |ike,
you wi Il get pushback, where they're, like, No.

They are fully still invested in this.

They -- again, it could be romantic. It could be
just be the investnent. They've nay have gotten
actual, you know, funds back initially and they've

seen this.
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And so it's alnost, you know, trying to
convi nce t hem

That is part of the fight initially, is
really trying to get themto understand that this --
they are a part of this victim

SENATOR MYRIE: And we' ve been tal king and
focusing on the illicit activity in this space.

And, you know, | think that there is --
anytinme, when we are proposing either increased
regul ati on or proposing new |l egislation, to any
i ndustry, there is, | think, natural pushback on
what that should | ook |ike, and are we going too
far? Are we interfering in sort of the natura
occurrence of what that industry is doing?

And |' m hoping that you can clarify for us
whet her your role in this ecosysteminterferes with
sort of the inherently good things that happen in
cryptocurrency?

And what, if anything, we should be m ndful
of, as we're stepping into this space, to try to
protect victins?

RI CHARD BOURAS: Yeah, |1'd say, not at all.

You know, our goal is to renmove this illicit
finance, this fear of, you know, crypto being just,

you know, for, essentially, any sort of illicit
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nmeans. So that way, nore people feel confortable
with it, and it broadens it out.

Again, we work with both U S. public sector
and private sector, because we want -- we want, you
know, the regul atory agencies, we want the | aw
enf orcenent agencies, to have this data so that they
can effectively go after the bad guys here.

And at the same time, we al so want the
private sector to know, that if you're going to be
held to these standards, you also have this data so
that you can do the proper conpliance, you can neet
t hose regul ators, and understand exactly what it's
going to do to protect your clients, so you can
thrive in this.

You know, banks have had, you know, plenty of
regul ati on over the years, and they have grown
pl enty. They have not seen any, you know, issues
with this.

And we see the sane thing going fromthe
cryptocurrency industry as well.

ARl REDBORD: If | may just add: W put out
a report recently that said it was a record-setting
year for crypto-related crime, about 158 billion.

That still accounts for about 1.2 percent of

overall activity.
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But that 1.2 percent is what keeps ne up at
ni ght because it's about people losing their life
savi ngs.

So | think the challenge for this panel, and
beyond, is how do we ensure that |awful users have
access to truly transformative technol ogy?

Ri ght ?

Cross-border value transfer at the speed of
the Internet, for remttances, for humanitarian aid,
for paynents at scale, and yet at the same tine,
stop bad actors.

And to nme that neans a coupl e things.

One, it neans ensuring that |aw enforcenent
have the tools and the training they need to go
after that -- those bad actors.

And to ensure that |lawful entities are not
overregul ated, but are required to act |ike any
regul ated entity is. Have deep conpliance controls
in place.

So | think that that is the challenge, is how
do we sort of walk that |ine?

But | think it's primarily going after the
bad actors in the ecosystemwho make up this illicit
underbelly that still is a relatively small

percentage of overall illicit activity -- of overal
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activity.

SENATOR MYRI E: Thank you, and | appreciate
t hat .

And | will lastly ask, and, again, this is
for the edification of the public and for the
record, so that we can know

Can you tal k about the mechanics of the
bl ockchai n, and what makes it different than
traditional financial institutions.

You are able to see every transaction,
literally, every transaction, on the chain. But
people are still able to get away with fraudul ent
activity.

And | think both of those things happening at
the sane tinme is a little hard for the public to
under st and.

So if you can give us just sone insight into
t hat, and what we need to do.

ARl REDBORD: Happy to kick that one off.

So, look, the -- every transaction that
occurs in cryptocurrency is on a traceabl e,
trackabl e, inmutabl e public |edger.

Wien | was a prosecutor, | was investigating
cases invol ving both cash snuggling and networks;

t he hawal as and shell conpani es and hi gh-val ue art.
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There were no TRMto trace and track the flow
of those funds.

The chal | enge, though, is bad actors can now
nove | arger amounts of funds faster than ever
before. And so nuch of this cones down to speed.

And that is why it's so inportant, when you
have that intake at the precinct, that that officer
there is noving fast to that detective and beyond.

That's why the inportance of public-private
partnerships; that we are able to nove as fast as
t hese bad actors. That we're integrating Al into
the tools that we're using because bad actors are
using Al to nove faster and faster.

So the prom se of the technol ogy, this idea
of it, you can now nove |arger anounts of funds
cross-border faster than ever before, is also why
bad actors are taking advantage of it.

But as you know, bad actors are always early
adopters of transformative technol ogy.

And it's, like, how do we stop themto allow
| awful users to really have the prom se of it?

Rl CHARD BOURAS: And to add to your point
about how the bl ockchain really works, it really
goes down into that -- not the anonymity of it, but

t he pseudonynmity of it.
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So every -- so we said every transaction is
recorded publicly; however, it won't just be
necessarily, like, my name going to Ari, or any of
that. It will just be a lot of, you know, nunbers
and letters in these long strings of digits, you
know, going back and it shows that.

Wiere the real work conmes fromis how we now
can identify it, how we work to attribute who those
bel ong to.

So, you know, we have, you know, intelligence
teans that are going out and trying to find
everyt hing; whether it be from you know, those
private partnerships telling us, |ike, These are al
of our addresses on the bl ockchai ns.

So we now know this is, you know, the
| egiti mate exchange, this is the Coinbase of the
worl d, and every |ike that.

So our intelligence teamis going out and
trying to find these bad actors. They are going
onto the dark-end nmarkets, on a Tel egraph, trying to
see, Oh, this is a fentanyl deal ership right here.
This is soneone trying to sell fraudul ent paperworKk.
This is sonething, this is a scam

And now t hat they've given us these addresses

here, so we can now connect those right nowto
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[indiscernible]. So, that way, when we're | ooking
in the tools, you know, |aw enforcenent, regulatory
agencies, aren't just seeing this long string of
digits that really doesn't nean anything to them at
t hat point.

They can say, Oh, wait. This belongs to
Illicit Actor A, This is how we know it.

SENATOR MYRIE: G eat.

Thank you both very rmuch for your tinme, and
for your expertise.

And I'msure the commttee will be in contact
with further questions.

ARl REDBORD: Looking forward to it.

Thank you so much

Rl CHARD BOURAS: Thank you.

SENATOR MYRI E:  Thank you.

Okay. We will next hear from AARP.

Whenever you're ready.

KRI STEN McMANUS: Thank you.

So thank you, Senator Myrie, Senator My,
Senator Mirray.

|'"'m Kristen McManus. |'mthe director of
government affairs and advocacy wi th AARP New York

If you're not famliar with AARP, we are a

soci al m ssion organization that prioritizes the
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needs of the 50-plus.

And | appreciate the opportunity to testify
t oday because el der financial exploitation and scans
and fraud that inpact older adults is a very serious
and grow ng concern.

We have data fromthe |atest FBI report that
shows that elder fraud saw a reported increase in
about 50 percent, and the associated | osses al so
i ncreased around that same nunber, | think it's
43 percent.

This is the equival ent of ol der New Yorkers
| osi ng about $30, 000 an hour to scans and fraud.

And, also, this is really just the tip of the
i ceberg. There are so many reports, about half,
that don't include the age of the victim

And al so we know t hat sone people are too
enbarrassed to report, or they have no idea that
t hey shoul d be reporting that they were a victim or
really don't see the point in doing it.

So this is like really just the tip of the
i ceberg.

We -- New York currently ranks sixth anong
all top states in elder fraud. Not a good list to
be at the top of.

And we know t hat people can be victinms of
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scans at any age. But it's particularly harnfu
when it happens to ol der adults, because they have
spent their whole lives building their nest egg or

t hey have hone equity that these thieves are trying
totap into. And it's nmuch nore difficult for them
to find the financial recourse to nake thensel ves
whol e.

You know, an 85-year-old who | oses all of her
life savings really has very limted ability to go
back to work and try to make that noney back

We have a nunber of reconmendati ons.

| first want to just give thanks to
Senator Myrie for both the SCAM Act and your efforts
on deed theft, particularly with the focus on how
t hese inpact ol der adults, and how we know that they
can be sonetinmes specifically targeted in these
scans.

But we think one of the nost effective ways
to make sure that older adults don't fall victimto
scans is to stop the noney fromleaving their
accounts in the first place.

Senator Cleare has a bill that would require
training for bank tellers, broker-dealers,

i nvest ment advi sers, to recognize the signs of elder

financial exploitation, and then allow those
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financial institution enployees to place a hold on a
specific transaction. This gives tine for it to be
reported to | aw enforcenent and/or adult protective
services. And sonetines that hold is just enough
time for the older adult to realize, |ike,
"Sonet hing was off with this in ny gut. This is a
scam " And nake sure that noney doesn't |eave in
the first place.

And we've seen 40 other states have this for
br oker - deal ers and i nvestnent advisers, and about
26 for bank tellers.

And we've seen this be successful in
i ntercepting sonme of the nost egregious fornms of
fraud and scans, because we know that sonetinmes it's
sonebody that they know, a caregiver or a |oved one,
who is trying to coax theminto giving them noney.

Soneti mes people conme into the bank and
they're on the phone with the scamer who's wal ki ng
t hem t hrough what to say and what to do, to be able
to get this cash

We al so have grow ng concerns around crypto
fraud, and we've heard a | ot about that today.

Sonmetinmes it's the fraudul ent crypto
i nvestnents, but, also, sonmetinmes it's just the

vehicle for the scam
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So we hear of people who are taking noney out
and putting it -- you know, handing it over to a
courier.

| think the crypto kiosk is now the new
vehicle for that. W see sone people putting in
tens of thousands of dollars, like their entire life
savings, into these crypto kiosks. And it's
happeni ng around country.

So we have sone recomendations around that.

Maki ng sure that we're inposing daily
transaction limts at the crypto kiosks. And,
per haps, even finding a way to | et sonmebody get that
noney back within a certain anount of tine, because
the noney is in the machine; so if it's within a
certain time frame.

| see that I'"mrunning out of tinme, so | have
just a few nore that | want to quickly nmention

W also are really grateful for the
| egi sl ature for updating the General Business Law
around unfair, deceptive, and abusive acts and
practi ces.

But we do think that consuners -- individua
consuners need a private right of action or sone
sort of nmechani sm where they can go after these bad

actors.
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And | just want to quickly plug that AARP has
an entirely free resource. You do not need to be a
nmenber; anybody can use it. |It's called the Fraud
Watch Network. It keeps you up to date on all the
| atest frauds and scams. It gives you tips on what
to do if you or sonebody that you know has been
scanmed; tells you how to report them

And it just has a ton of good information to
keep peopl e educat ed.

Thank you.

SENATOR MYRI E:  Thank you.

Senat or May?

SENATOR MAY: Thank you.

| have to run

But | just want to thank you and AARP for
everything you do in this space, because | just know
that you all are always thinking.

| nmean, the scans change day by day by day,
and you guys are on top of that, and really hel ping
peopl e feel confortable about reporting, and
recogni zi ng what the problens are.

And | just want to thank you for that.

And, yeah, the private right of action,
| agree with you about that.

| think we haggl ed about that |ast year. But
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we'll keep working on it, trying to make sure that
that's avail able for consuners, because we need it.
KRI STEN McMANUS: Thank you.
SENATOR MAY: Thank you.
KRI STEN McMANUS: Thanks, Senator.
SENATOR MYRI E:  Thank you, Senator May.
Senator Murray?
SENATOR MURRAY: Thank you, Chair.
And t hank you for com ng.

And, yeah, this is -- obviously, it's a huge

i ssue.

And t hank you for the fraud watch network
tip. 1'd like to share, because | think education
is the key. 1 think it's getting information out

there and getting people inforned.

As far as the limtations, | will -- 1 like
the idea, but |I also have concerns, and I'd |ike
your thoughts on this.

So, recently, | had an issue, where ny bank
had changed the debit cards they were using, and
they had the chip technology and all this.

But I went to take noney out and it was
deni ed.

| went to pay sonmething in a store, it was

deni ed.
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| went to another store, it was denied.

A vet bill, denied.

| went, wait a mnute, wait a mnute. It's
not that there's not noney in there. Wat's the
pr obl enf

| called the bank and they said, well, it's
fraud. We're concerned about fraud, so we're
protecting you.

And | said, But you're going too far. You're
keeping nme, preventing me, fromgetting ny own
noney.

| s there a danger there; can we go too far?

Because | agree with you, naybe a pause is

not a bad idea on investnents, or sonething |ike

t hi s.

But could it possibly go too far is ny
concern?

What are your thoughts?

KRI STEN McMANUS: What |'Il say is, that
we' ve worked on this bill across the country, and

have not seen wi despread problens |ike that.

| think part of the issue here, and what the
bill requires, is that you have to be notified.
They have to tell you that they are hol ding that

transaction. And, again, it's just the transaction,
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it's not the entire account.

So the older adults who are inpacted stil
have access to all of their finances. It's just
t hat one suspicious transaction is not allowed to
nove forward.

And | think if there are famly nmenbers or
sonmebody who is also on the account, like a trusted
contact, they get that notification, also.

So | think the notification here really is
key so the peopl e understand why this specific
transaction is being held.

And we know a | ot of that conversation
happens at the counter. |It's just that the teller
doesn't have any real ability to intervene when they
see sonmething that is egregiously, obviously wong.

SENATOR MURRAY: And | think naybe education
on the bank | evels, too, because what ended up
happeni ng was, | got a hold of someone, and they
kept using the excuse that it was fraud.

It ended up, there was a problemw th the
chi p.

So they ended up sending a new card, and
everything's working fine now.

But they were using this excuse that it's

fraud protection, it's fraud protection, which
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really got nme concerned about, could that possibly
go too far?

So maybe even an educational thing with the
bank as well, on how to respond when you get these
inquiries mght be hel pful.

KRI STEN McMANUS: Yeah, | think that's a
great idea.

SENATOR MURRAY: Good. Thank you.

SENATOR MYRI E:  Thank you, Senator Muirray.

And | would echo Senator May's thanks for the
wor k that AARP does.

They do a ot of work in my district, we do a
| ot of work together. And so thank you for that.

We've heard a | ot today about the reluctance
to cone forward, and sone of the -- what we've heard
from previ ous panels, just such small percentages of
peopl e that report this.

| s there sonething specific about our ol der
adult popul ation that m ght make themless likely to
cone forward?

What have you heard?

What do people cone to you to tell you?

Are there folks that come to you and don't
come to | aw enforcenent, and say, you know, You're a

trusted entity and organi zation. | trust the
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nmenber s?

And if so, are there things you think we can
do about that?

KRI STEN McMANUS:  Yeah, | think there's
education that's certainly needed so that people
understand the inportance of reporting.

And | totally get it. | mean, anybody can be
a scamvictim truly.

Li ke, we have sonebody who does these fraud
education presentations for us, and al nost fel
victimto a grandparent scam who only realized at
the last mnute, |like, actually, | think sonething
here is wong.

So it can happen to the experts.

And | think part of it is letting people know
that there could be recourse for them not just in
catching the crimnal, but there may be funds
avai l abl e that can try to make them whole. O, how
just inmportant it is to have all of the information
possi ble for | aw enforcenent to be able to foll ow
the | eads, and to prevent other people from being
scanmed by the sanme bad actors.

SENATOR MYRI E: Ckay. Thank you; thank you
for that.

And the | ow percentages and the difficulty
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right nowin trying to get restitution, | think
sort of as obstacle, as you nentioned.

And you put forward as a recomrendation, the
Senator Cleare bill, on having other actors in the
system

Are there any other entities in the system
that you think should play a larger role; i.e., are
there our famly courts or other parts of our courts
that coul d be hel pful ?

Are there | aw enforcenent things?

Are there social service things?

And anybody el se that you think we should
say, Hey, you should be doing nore to protect our
ol der adults?

KRI STEN McMANUS: Yeah, thank you for that
guesti on.

And | would actually say everybody.

New York is like the only state that does not
mandat e reporting of el der abuse.

Every other state has sone statute that
reports it. The lists of professions vary state by
state. But in our statute it's a "may," not a
"shal | ."

So | think that that's really inportant,

| ooking at who is going to be reporting this and
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maki ng sure that they know that they have to do it.

And, obviously, we can al ways use nore
funding for adult protective services, to make sure
that they're able to do this work and intervene
wher e appropri ate.

SENATOR MYRIE: G eat.

Thank you very much for your patience and
your testinony.

KRI STEN McMANUS: Thank you.

SENATOR MYRIE: W're going to keep rolling.
We've got a couple of panels left.

But | think we have the next panel with us
here: Mark Anderson and Charl es Johnson.

Do we want to bring the pastor -- we're going
to bring the pastor up, or no?

OFF- CAMERA SPEAKER:  Yeah, sure.

SENATOR MYRI E: Pastor, do you want to come
down?

That's quite the tie you have there, Pastor.

[ Laught er. ]

That's how you cone testify in Al bany.

Ckay. Wienever you're ready, take it away.

CHARLES JOHNSON: Chair Myrie, Ranking
Menbers, and nenbers of the Senate, thank you for

the opportunity to testify.
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My name is Charles Johnson. | serve as the
political action chair for the New York State NAACP
Conf erence, and al so under the | eadership of
Madam Presi dent LJoy WIIiamns.

Deed theft is a white-collar crinme with
devastating real-1ife consequences. It involves
fraudul ent or coerced transfers of real -property
title, often through forgery, m srepresentation, or
fal sified docunents, and it has stripped famlies,
especially el derly honeowners, of hones and
generational wealth across New York

This is not isol ated.

More than 6,000 deed theft conpl aints have
been filed statew de since 2014, disproportionately
i mpacti ng seniors and di sabl ed honeowners.

For many victinms, the first signis not a
warning. It's an eviction notice, a foreclosure
action, or an unexpected ownership dispute. And
once title is conprom sed, restoration is often
sl owed and costly, creating a pipeline of
di spl acenent .

Now, New York has taken inportant steps
recently.

In 2023, the State enacted a civil deed theft

protection, authorizing prosecutors and the office
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of the attorney general to stay evictions and
foreclosures, filing notice to warn the market, void
fraudul ent instrunents, apply civil tools to address
fraud after relevant convictions, and extend
remedi es under the Home Equity Theft and Prevention
Act .

In 2024, the State crimnalized deed theft as
grand larceny, extending the statute of limtations,
and granted the attorney general concurrent crim nal
jurisdiction statew de.

Now, those reforms matter, but the NAACP s
position is clear: The State nust continue to
respond with a stronger, nore coordi nated approach,
focused on prevention, protection, and enforcenent.

Specifically, we urge the Governor and
| egi sl ators to:

Prioritize deed theft enforcenment in
historically targeted communiti es because where the
harmis concentrated and the inpact is
i nt ergenerational ;

Strengt hen el der-focused saf eguards, because
seni ors and di sabl ed honeowners remain t he nost
frequently targeted and | east equi pped to fight back
qui ckl y;

| ncrease funding to the honeowners protection
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program so victins can access |legal help early
bef ore di spl acenment becones i nevitabl e;

Early warning systens and bri ef
adm nistrative holds. So county clerks should
provide free recording alerts, either e-mails, text
nmessages, voice plus mail notices, whenever there's
a deed, nortgage, or power of attorney is filed,
paired with the authority for brief admnistrative
recordi ng, hold when there's -- clear red flags
appear ;

LLC transparency and beneficial ownership, to
ensure that the LLCs cannot be hidden behind shel
entities, because we're noticing that, with LLCs,
they' re masking as fraud, and are used to | aunder
owner ship of stolen hones;

Engage in greater due diligence around lien
sal es, where notice, fees, process gaps can
accel erate | oss of hones and increase vulnerability
to fraudul ent transfers;

And, finally, enforcement nust be paired with
a broad awareness and education, so honmeowners know
t he warni ng signs, where to seek hel p before danage
is irreversible.

Thank you for your |eadership on the issue,

and the NAACP New York State Conference stands ready
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to support continued reform and coordi nated
enf orcement .

Deed theft is not just theft. It's also
di spl acenent and the destruction of
i ntergenerational stability.

| "' m happy to answer any questi ons.

Thank you.

MARK ANDERSON:. Good norni ng, Senators.

Thanks so nuch for having ne.

My name is Mark Anderson. |'mthe nanagi ng
partner of a firmcalled Anderson Bowran, which is
based in Kew Gardens, Queens.

We're real estate and consuner litigators.

One of the reasons that | believe | was
invited to testify here today is because we're at
the forefront of a massive class-action |awsuit
i nvol vi ng mani pul ati on of interest rates on
forecl osures across the state.

There's been reporting that's been done by
bot h Got ham st and New York Focus, that piggy-backed
on top of our litigation, that found that over
10, 000 auctions that had occurred across the state
had mani pul ated the surplus nonies that were
avai l abl e in forecl osures.

|"mjoined today by ny client, Dr. Bond,




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N -+ O

157

fromthe Cathedral -- G tadel Cathedral in
Sout h Brooklyn. He is one of the victins of one of
these crimes. And we intend to continue on with
this class-action |awsuit.

Procedurally, it's not worth going into; it's
t oo bori ng.

But for right now, it's a very, very
hot -button issue that | really do appreciate you
taking the attention to.

| can go through kind of the crux of the case
or we can just talk about it.

But what it boils down to is, the anount that
banks are allowed to charge in interest on
forecl osure cases is being mscal cul ated, and
they're doing it on a systematic basis and they're
hiding it behind the color of |aw

And so, right now, although |I do believe that
the law is very clear on not being able to charge
curmul ative interest against residential
foreclosures, | do think that it should be nore
clear that what they're doing is illegal

So right now, the lawsuit is -- it's going
agai nst the banks, the servicers, and their
attorneys. And |I'mlooking forward to getting to

the bottomof all this, and | do appreciate you al
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taking the attention.

| did provide sonme prepared renmarks which
kind of further explains the issue, which
Senator Myrie and | have tal ked about --

And t hank you so nuch for the attention
you' ve been giving it.

-- because we do want to bring sonme clarity
and sonme justice to individuals, and churches like
Dr. Bond's.

SENATOR MYRI E: Thank you, Mark.

Dr. Bond, if you want to say a few words?

DR. MARK BOND: |I'mso glad to be here today,
to have this space to say sonething, because it's
even nore egregious for -- in ny case, because ny
church is G tadel Cathedral, and the Lutheran Synod
has been addi ng thousands of dollars on to a pay-off
anount, that we couldn't even get a chance to pay it
of f because the nunbers kept shifting.

And then on top of all of that, after the
auction, they even took the surplus of $140, 000.

So it's theft, theft of property, because
it's ours.

We have a 30-year-old congregation that wll
be honel ess unl ess we can do sonet hing about this.

111
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SENATOR MYRI E:  Thank you.

And t hank you for sharing the experience.

Senator Murray, | don't know if you have
guestions?

SENATOR MURRAY: Thank you, Chair.

So for the novice, give nme the elevator pitch
on how does it happen?

First the deed theft. But then, on top of
that, obviously the banks, | nmean -- well, let's go
to the deed theft first.

MARK ANDERSON: So | shoul d back up by
saying, | appreciate the testinony provided, because
we also litigate issues involving deed theft.

And we al so appreci ate the Forecl osure Abuse
Prevention Act, because it's been extrenely hel pful
in ny practice area, because it has cleared up a | ot
of what | didn't view as very vague law. | think it
was actually very clear before. But nowit is
absolutely clear, what is and what is not a
ti me-barred nortgage.

So | do appreciate all the work that you guys
have been putting into that.

I"'m-- let me -- |let ne speed back up, and
then -- I"msorry, could I ask what the question was

agai n?
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SENATOR MURRAY: So deed theft, now, you see
commerci al s.

And the reason | bring it up is because I'm
wonderi ng, and nmaybe sone fol ks at hone are
wondering, you see the TV conmercials all the tine
now, the radio cormmercials: W'IlIl protect you
agai nst that.

And | -- and ny first thought, call nme a
skeptic, is, is this fraud? Like, are they -- is
this conmpany real, or are they asking for noney for
protection that | really don't need?

So how does it work?

MARK ANDERSON: The deed theft itsel f?

SENATOR MURRAY: First the deed theft, yes.

MARK ANDERSON: Ri ght.

So deed theft itself can take on many formns.

And so it could be just as sinple as, sonmeone
that comes to the door of an elderly individual --
it doesn't have to be elderly, but it happens a
lot -- and -- or they don't speak English, or they
just don't understand the |aw very well.

And what they'll be told is: OCh, | see
you' re behind on your nortgage. Let ne help you get
a nodification on your nortgage.

And am dst those docunents that they'll be
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signing, there's a deed, and it transfers it over to
a new individual. And they have no idea that it
happened.

It's as sinple as that.

SENATCR MURRAY: That's the one. But then
there's also --

MARK ANDERSON: But there's other issues,
yeah.

CHARLES JOHNSON: There's anot her way, too,
t hough.

There's the situati on where soneone can pass

away, an ol der person could pass away. And what

they will do is, there's conpanies that will find
like this long-lost relative that will conme into
pl ay.

Anot her thing that we're noticing, too, is

that, because there's a lack of information and

education about it, you will have elderly people, or
even mgrants, or -- yeah, mgrants in The Bronx
area, who are not reporting -- because | renenber
you had nentioned that earlier -- they're not

reporting because there's a |anguage barrier. These
peopl e are comng to them speaking fast. You know,
telling them Hey, we can help you with this.

O her pieces, that they could actually have
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paid off their nortgage. But then there's this a --
there's a notification saying that they owe
$800, 000, or sonething to that extent.

And because they're elderly, they're not as
qguick on their feet as, you know, nobst people would
be; so they just kind of sit on it, and not being
educated in the | aw

So then, that's that way.

But, again, there's a nultitude of different
ways. But, it's -- yeah, it's unfortunate, but,
yeah.

SENATOR MURRAY: But |'ve heard of, I|ike,
even online theft, where they don't even talk to
you. You just -- you get a notice that, by the way,
you' re being foreclosed on because you haven't paid
your nortgage on this -- this house.

How does that happen?

MARK ANDERSON: | nean, if -- if people are
going to -- it's -- it's really -- | nmean, if
there's a drain, there's going to be water that goes
through it.

So, | nean, in this situation, | nmean, it's
as sinple as, if sonebody is going to commt a
crinme, there's nothing preventing themfrom

submitting a fraudulent deed to the clerk's office.
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It's very hard to detect because the, you know,
signatures | ook authentic. Perhaps they forged the
notary that was on it.

Any nunber of things could happen.

But, I nean, if -- if sonething does get
recorded, then the clerk's office and a title
conpany are going to look at it and say, Wll, how
are we to know that it's not authentic?

The goal | think is --

[ Si mul t aneous speaki ng. ]

MARK ANDERSON: |'m sorry.

CHARLES JOHNSON:  No, no, no.

MARK ANDERSON:. The goal is to, when it is
spotted, that there should be severe consequences
for it --

CHARLES JOHNSON: Ri ght.

MARK ANDERSON: -- to deter people from doing
t hese things.

But it's, also, fromthe judiciary and from
| aw enforcenent, which |'ve talked to nmany tines,
fromthe DA's office, the police office, and the
courts thenselves, is it's really a | ack of
know edge about how this actually works and how
title is actually transferred, because it's not

actually that conplicated
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But it can -- but when you're looking at it,
it does. | nean, a deed is sonetines 8 to 15 pages.
What am | | ooking at.

SENATOR MURRAY: Right.

CHARLES JOHNSON: Just to add on to that:
| think the other thing, that goes back to just
financial literacy in the conmunity.

And | say that because what | notice is that
they're targeting -- they're targeting people who
are asset rich but cash poor, or they just have
100 percent equity.

And a lot of communities of color don't
recogni ze and understand how to utilize equity so
t hey can have a hone in Brooklyn where there's
$3 mllion in equity. And they don't realize that
they could be utilizing that. And they're just --
literally, there's people that are just salivating
at the nouth to try to approach that.

| think another issue is this, too --

And | think back to ny nom because nmy nom
just learned howto text not too -- a few years
back.

MARK ANDERSON: [ I ndi scernible.]

CHARLES JOHNSON:  Yeah, you know, it's the

first time.
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-- but with Al, with all these other things
or whatnot, with scamm ng when it cones to the
e-mails and [indiscernible], like, they' |l publish
and making it seemlike it's froma governnent --
government al agency. But when you actually click on
the address, it's sone Gmil account. A |lot of
el derly people, they're not, you know, tech-savvy.

And, again, they're taking advantage of that.

But | think it goes back to what he was
nmenti oni ng before about just the education piece,
because | don't think our communities actually
understand that, okay, well, once you own a hone,

t hen you' re now susceptible for soneone to try to
steal from you

They just think, that, hey, I own this hone,
| paid this off, and that's just what it is.

But, again, crimnals are going to do what
they're going to do. And | think now, with
t echnol ogy advancenents, they have, you know,
utilized sonme of those things.

SENATOR MJRRAY: And the reason | ask, it is
conpl i cat ed.

CHARLES JOHNSON:  Yes.

SENATOR MURRAY: And so when we tal k about

education, it's, where's the right spot for that
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educati on?

To your point, is it:

You' re about to pay off the |oan on your
nortgage, you're just about to own it outright.

|s that the point where we say, "You need
this information,” and we send it? O is it when
you' re buyi ng the honme?

Li ke, when's the sweet spot?

CHARLES JOHNSON: | honestly think it's both.

| think that you have to start off.

And | was just talking to sone friends who
now own homes, but they didn't realize that there
were different tax breaks, things of that nature,
until 10 years in.

And | think, also, when you're talking about
just elderly, you need to -- we have to have
comunity outreach, whether it's governnmental or
whet her we have particul ar coalitions going out,

i ncl udi ng NAACP, where we're having these
conversations with them having public hearings in
the | ocal comunities with them

Hearing stories like the reverend here, you
know, so they can actually see this.

But | think you have to approach it fromtwo

angl es, because, yes, you have the ol der generation
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that's being inpacted, but then you al so have a
group of younger folks that don't necessarily
understand what -- this could happen to themlater
on down the road.

SENATOR MURRAY: Right.

MARK ANDERSON: Now, with that said, you
know, if we get out of the forest and we go into the
trees, there are sone things that | do think that
the State could inplenent that would create a little
nore transparency in a lot of this process.

And so, as an exanple, and one of your
guestions was: Well, how does the schene actually
work, let's say, in our class action?

It's something that no one woul d ever detect
unl ess they know exactly what they' re | ooking at.
And even if they do know what they're |ooking at,
very few do

And so the problemis, is that there is a
situation where there's surplus nonies that are
bei ng taken at a closing, that no one attends, and
it's a bank representative, a referee fromthe
court, and checks just get transferred, and later on
we find out what happened.

And on that document that summarizes what

exactly happened, it |ooks good. It |looks |ike they
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did the right cal cul ations.

But when you do the actual math, you find out
that every single time, out of 14 to 15 firns that
we | ooked at, they're all doing them wrong.

And so in one of the situations, we found out
that -- through the reporting of Gotham st and
New Yor k Focus, we found out that one -- that the
servicers are actually dictating to their attorneys
how t hey shoul d be doing the cal cul ations; not the
reverse

Their attorneys should actually be guiding
them and not the other way around.

And so one way that | think, and |I've, you
know, been thinking about this since we first spoke,
Senator Myrie, is one way to actually systematize
t he cal cul ati on method would be to actually just
create --

And | am not on the budget commttee or
anything else, and | don't understand what it would
cost .

-- but I think it would be a very sinple
calculation and a very sinple conputer program
which is that the court requires themto just input
the information into a conputer programthat

actually dictates what actually they get froma




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N -+ O

169

residential foreclosure, because every cal cul ation
is the sane for a residential foreclosure.

Commerci al, you get what you signed up for.
| nean, everyone knows it's a little nore
conplicated, people are considered to be a little
nor e sophi sti cat ed.

But if the judiciary actually just said, You
know what? Put it into the State cal cul ator, and
this is what cones up. That's what you get.

And if they end up taking nore then that,
then they've conmmtted a crine, and then they lied
to the court.

And it's as sinple as that.

Now, the law is very sinple already, and it
has been for over a century, about what the lawis
that I'marguing in this class action.

It's, just, |I've been litigating with banks
and servicers and their attorneys for ny entire
career. And they will nake everything seemlike
everything is just fine. Everything' s just fine.

And they'll find some judge in sone county
outside that agrees with them They'll cite to it
in their papers. And once it's adopted, it becones
gospel .

CHARLES JOHNSON:  Yep.
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MARK ANDERSON: And then it will go to the
Second Departnment or the First Departnent, the
Third Departnent, Fourth Departnment, nmaybe soneone
will agree with themthere.

And then, all of a sudden, we have a
di sconnect between the departnents.

And then, all of a sudden, we have judge- and
| awyer-created | aw.

And that's exactly what |'mdealing with
ri ght here.

And |'m sure you deal with it yourself.

CHARLES JOHNSON:  Yeah, yeah.

SENATOR MURRAY: (kay.

MARK ANDERSON. So they will -- my class
action, if you look it up, you will -- they wll
come up with all sorts of creative argunments. But
the one thing they do not say is that |I'm wong.

SENATOR MURRAY: Right, right.

| f you have any suggestions, if you could
submt them

MARK ANDERSON: So the |ast page of ny
remarks, | can read through it if you'd |ike right
now.

SENATOR MURRAY:  No.

MARK ANDERSON: But | do have them on the
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back page, and | |look forward to any comment.

|"ve practiced in all these areas, and | do
have sone input that | would | ove to give you guys;
but | obviously don't have the time for it today.

But | do appreciate the interest, and | | ook
forward to hel ping out as best as | can.

SENATOR MURRAY: Thank you.

SENATOR MYRI E:  Thank you.

MARK ANDERSON:. Just one quick --

SENATOR MYRI E:  Thank you, Senator Muirray.

CHARLES JOHNSON:  Oh.

SENATOR MYRI E: Go ahead.

MARK ANDERSON: | woul d just say, because it
ties into the educational thing, but education is a
preventative t ool

But | do think that if we |ook at free record
alerts and brief adm nistrative holds for clear red
flags, | believe that that also helps. It stops,
you know, the early fraud -- early fraud detection
early, and then al so avoids, you know, the expensive
litigation pieces.

But, again, it's about actually reaching --
neeti ng people where they are and letting them know
exactly what's going on.

So -- yeah. That's all | want to say.
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SENATOR MYRI E:  Thank you.

Thank you very much

And t hank you, Senator Mirray.

W' ve been joined by Senator Brisport who has
a coupl e of questions.

SENATOR BRI SPORT: Thank you, Senator Mri e.

And thank you all for being here.

To M. Johnson fromthe NAACP, thank you
for your testinony on deed theft, an incredible
scourge in our comunities.

And, you know, in ny office we have
introduced a suite of legislation to build off of a
| ot of the great work that's been done by

Senator Myrie and the AG

| just -- 1 did notice in your witten
testinmony -- I"'msorry for mssing your verba
testinmony -- one of your recommendations was to

i ncrease funding for HOPP

And | was just curious if the NAACP had put
forward a dollar anmount that you thought woul d be
good?

CHARLES JOHNSON:  Not right at this nonent.
But we can definitely get back to you with a dollar
anount. That's not a problem

SENATOR BRI SPORT: (Ckay. The budget is due
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April 1st. So --

CHARLES JOHNSON: No, no. W can get it to
you this week

SENATOR BRI SPORT: Thank you.

That was it. Thank you.

SENATOR MYRIE: Great. Thank you.

And I'Il just say: This is an issue that
| care very deeply about.

In anticipation of this hearing, | wote a
simlar letter of inquiry, that | had directed to
the student |oan industry, to a nunber of law firns
t hat conduct forecl osure proceedi ngs.

Most of themignored and flat-out did not
respond.

And | did get a response fromone particul ar
firm who referred to me as Senator Mylie [ph.],

m sspelled the nanme. And also said --

OFF- CAMERA SPEAKER:  Can | guess?

SENATCR MYRIE: -- and said, on the advice of
counsel, that they were going to refuse to answer
any questions.

Which | think speaks to the condition that we
find ourselves in, where regular New Yorkers who do
not have State Senate |etterhead, who do not chair

the Codes Committee, who are not elected to office,
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have no shot at getting any accountability if we

don't get even a bare response.

So thank you for the work that all of you are

doi ng, and continue to do. And we look forward to
continui ng the engagenent.

Thank you.

MARK ANDERSON:. Thank you, Senators.

CHARLES JOHNSON:  Thank you.

SENATOR MYRIE: We will next hear from
M. Scott Buchanan.

Whenever you're ready.

SCOTT BUCHANAN: All right. Thank you very
much.

Chair Myrie and Chair May, and conmittee
menbers, thank you for the invitation to testify
t oday about areas of fraud concern, especially in
t he student | endi ng market.

| am Scott Buchanan, the executive director
of the Student Loan Servicing Alliance, which

represent nore than 95 percent of all student |oan

servicing in the country, including New York State.

We are the designated customer service
operations of private |lenders, as well as the
federal government who itself originates nore than

90 percent of all student loans to 40 million
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CONSUNers.

Gven that role, we are on the front |ines
everyday, often dealing with our inpact when fraud
is conmitted.

Today we see three nmain areas of actual fraud
that are simlar to what you' ve heard before today,
that can and shoul d be the focus of enforcenent by
the State.

The first nmajor area of concern today is
schemes to apply for and take out new student |oans
or refinancing them by using false identities.

These scamers apply for and take a | oan
online with a | ender or school using stolen or
synthetic borrower information, |ike SSNs, and then
unenroll and | eave the school, and then taking the
cash and | eaving the school, the |l ender, and the
government on the hook.

And the borrower's identity who was stolen is
|l eft to deal with undoing the harmon credit reports
and di sputing the | oan.

Lenders and school s use proprietary
strategies to try to identify the fraud before the
loan is made. But the fraudsters, too, have becone
nor e sophisticated today despite our best efforts.

The second area of fraud fromthe past is
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likely to reemerge with some vigor, as Congress
recently nade material changes to the federa
student | oan program

This other schene is offering i ndependent
counseling for an up-front fee, or offering things
like the ability to | ower their paynent bel ow what
their servicer will offer them or access to or
priority consideration for secret |oan forgiveness.

Al'l of these are fal se clains.

They then pocket the fee, and often lie to
the servicer, to skimpart of the paynent the
borrower thinks that they are making.

Months | ater, the borrower will often
di scover that the harm has been done in bad credit
reporting or increased | oan bal ances.

These scamers prey on borrowers when
confusion or |arge change happens in the |oan
progranms, as will occur this year, and are abetted
by so-called "borrower advocates" who scare
borrowers fromtalking to their actual |oan
servicer, the only who can offer any of these
| oan-forgi veness progranms or better repaynent
options and does not charge borrowers to do so.

Great work has been done by the FTC, with the

support of my nenbers, to reduce this issue
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nationally, but it continues to be a problem

The final area of fraud that should be
carefully overseen is deceptive or m sl eading clains
by institutions of education thensel ves.

The vast majority do great work in educating
consuners on the realities and risks and costs of
getting a post-secondary education or certificate.
But sonme in the past have nade prom ses in marketing
materials to i nduce students to attend, spend their
noney, and borrow.

Oten these have been cl ai ns of guarant eed
enpl oyment or specific salary increases that
graduates of their programor school wll get,
knowi ng full well those clains are unfounded.

It is certainly much better today, but we
nmust be vigilant for New Yorker consumers, to try
and i nprove their econonm c prospects.

| know ny time is limted, so I'll address
what changes can reduce this kind of fraud.

Better focused enforcenent of existing |aws.

Today, in New York, all of these activities
are illegal, especially under new authority this
| egi sl ature gave, effective |last nonth, that,
essentially, expands UDAP authority.

Provi di ng additional resources to the AG and
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ot her agencies to root out these clearly bad actors
and enforce the laws on the books is the nost
effective step you can take today.

And while I'mnot sure needed, any further
| egislation really nust ensure standards of
materiality of consuner inpact and intentionality to
not drive out good actors; to wit: in ny exanple of
counsel ing services, there are many good nonprofit
firms or others who are doing this work today and
chargi ng maybe a snall fee. And they often can make
bona fide m stakes, trying to navigate the
| abyrint hian system of repaynment options created by
t he federal governnent.

Not nmaking all owance in |aw or regul ation for
reasonabl e standards will likely only nake the
situation wrse, as good-scal ed and regul ated actors
feel for -- fear for fear -- flee for fear, if
| could speak, of unintentionally making any error
with little to know borrower harm

This will create a vacuumin New York, filled
with those who really don't care about conpliance
anyway and ignore |licensing requirenents.

And by the tine you find who they are, they
wi | | have vani shed.

So | urge you really to be thoughtful about
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uni ntentional inpacts.

You know, | think we want to continue to work
with you all on the sort of opportunities here,
share stories that we're hearing on the front |ines,
and continue to work with you on legislation to
i nprove the situation, and nake sure we can conti nue
to reduce fraud and harmthat's happening in the
state of New York.

Thank you.

And |'m happy to take any questi ons.

SENATOR MYRI E:  Thank you.

Senat or Brisport?

SENATOR BRI SPORT: Not yet.

SENATOR MYRI E:  Senat or Murray?

SENATOR MURRAY: Thank you, Chai rnan.

To be honest, | didn't realize, you brought
up the first exanple, and that is, you know,
identity fraud and people stealing fromfalse
student loans. | didn't realize it was as big as it
iS.

What percentage would you say that is of
t his?

SCOTT BUCHANAN: | would not characterize it
as a huge marketplace. R ght?

| think it is nore disruptive, though
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because it's harder to root out, because when you
take out a student |oan, for exanple, nost of those
| oans go into a grace period for a certain period of
time.

So it can be many nonths before a consumner
woul d know that a | oan had even been taken out on
their behal f, as opposed to other credit products
that show up relatively instantly, right, sort of,
if you pull your credit report or sonething |ike
t hat .

So | would not characterize it as a huge
mar ket pl ace, but it is growing, especially as
synthetic identity theft continues to expand, as you
heard about earlier today.

SENATOR MURRAY: And what's the best
protection against that?

SCOTT BUCHANAN: Yeah, well, | nean, | think,
froman average consuner perspective, there's not
much you can do up front -- right? -- because, if
sonmeone steals your identity and has gotten it,
there's not -- | nean, obviously, there are ways to
make sure that you reduce the anopunt of personally
identifiable information that's available for you on
the Internet.

That's difficult to do these days.
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But when people get synthetic denographic
i nformation or real denographic information, it's
hard to do.

So | think being vigilant. NMonitoring your
credit report, nonitoring your credit score, that's
the one thing you can do.

Now, you may not be able to stop it, but you
can catch it early.

SENATOR MURRAY: (kay.

Thank you.

SENATOR MYRI E:  Thank you.

And t hank you for your testinony.

| think the portion of it directed at sone of
the ancillary activity that happens outside of
legitimate servicers | think is really concerning,
and | think it's inportant for us to keep our eye on
the ball there.

| just want some clarity because, as
| nmentioned in ny opening, when | reached out to
some of the servicers, they -- many of themreferred
me to MOHELA, and then MOHELA referred us to you.

And so | just want to clarify that you do
represent MOHELA?

SCOTT BUCHANAN: Yeah -- yes. MOHELA is what

[ si mul t aneous speaking] --
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SENATOR MYRIE: MOHELA. ['msorry. kay.

SCOTT BUCHANAN: Yes, they're a nmenber of ny
trade associ ati on.

SENATOR MYRI E: And MOHELA suggested to ne in
the letter, having not answered any of the
guestions, that we should go through you.

And so | guess ny question to you is: On
i ssues of previous penalties on any of the actions
that were brought to light by litigation or any of
t he CFPB actions, whether MOHELA and ot her servicers
would be willing to answer this commttee's
guestions?

SCOTT BUCHANAN:  Well, | think one of the
chal | enges, especially for MOHELA, is that they are
a federal contractor. Right?

So the bul k of the student |oan servicing
work they do today is with the departnent of
education data. And so they are under contractual
obligations not to share that with third parties.

So | think there's an opportunity, though,
to, you know, perhaps open a line of dialogue with
t he departnent of education whose data it is, so we
can share nore of what the oversight is that is
conducted pretty regularly by, as you highlight, not

only the departnment of education, the CFPB, state
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regul ators, DEEP. New York DFS oversees and
regul ates and |icenses and exam nes servicers |ike
MOHELA.

SENATOR MYRIE: Ckay. So we should go
t hrough the departnment of education and not the
servicers?

SCOTT BUCHANAN: So | -- on the federal
student | oan program we are contractually obligated
to refer you to the departnent of education. So..

SENATOR MYRI E: Ckay. You know, | just
wanted to be cl ear, because we have, of course, the
responsibility to New Yorkers, and those are our
constituents, and those are the ones that are having
to shoul der the burden of the student |oan paynents.

And when there are issues, when someone cones
into ny office, I often don't have the |uxury of
saying, well, this is really not nmy thing, and you
can go speak to soneone el se.

And so we just have to get, | think, absolute
clarity on whether there's going to be any sort of
di al ogue with the servicer thensel ves who are under
contract, as you nentioned, by way of taxpayer
dollar, to service these |oans.

And if you are, as | understand it, to the

tune of billions of taxpayer dollars, have the
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contract to service the loans, and are not willing
to answer those questions to that public, but,
instead, refer us to the departnent of education,

| think a ot of us would find that problematic.

And when it's time to cone collect that |oan
paynent, there isn't a conversation about, well, you
shoul d go here or you should go there, you should go
t o anot her pl ace.

The demand is, pay the anount.

And | think that that should work in two
directions if we have questions about what those
service practices are.

But | do appreciate you conming to testify
t oday.

SCOTT BUCHANAN: Yeah, and if | mght just
say, that | look forward to working with you and
your staff as well.

We do annual reports to DFS today that has a
ton of data about, sort of, performance standards,
del i nquency, what interaction |looks |ike with
borrowers, as well as the exam nations that the
State does to actually go in and verify that what
we' re doing, and froma customer service |evel
whet her that's | ooking at call reportings, checking

sort of, you know, audit trails, all that sort of
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stuff.

| know DFS has a |lot of that data today. So
maybe there's an opportunity for us to work
together, to get themto share sonme of that with
you.

SENATOR MYRI E:  Thank you.

Senat or Brisport.

SENATOR BRI SPORT: [ I naudi bl e. ]

SENATOR MYRI E:  Thank you very nuch for your
patience and your testinony today.

SCOTT BUCHANAN:  Thank you.

We are next going to hear from Wnston and
Andy if they are here.

Whenever you're ready.

W NSTON BERKMAN- BREEN: All right. Can you
hear ne.

SENATOR MYRI E: (Nods head.)

W NSTON BERKMAN- BREEN: Al |l right, great.

Thank you, Chair Myrie, nmenbers of the
conmi ttee.

My nanme is Wnston Berkman-Breen, and |'mthe
| egal director of Protect Borrowers, a nonprofit
policy organi zation focused on household credit and
debt .

Previously I was a financial regul ator at
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DFS, where | was the student |oan onbudsman and the
di rector of consuner advocacy, and was | egal
services attorney before that in New York and

Long | sl and.

|'ve submitted nore detailed witten
testinmony, and so | will focus ny tinme today on
conveying a few inportant points.

Specifically, | want to stress that, for our
exi sting consuner protection |aws to have any
nmeani ngful effect, there has to be neani ngful
enf orcenment which requires a strong private right of
action al ongsi de gover nnent enforcenent.

And | will say, a little off-script, nost of
what |'ve heard today woul d be addressed by a strong
private right of action: crypto, deed theft,
fintech, student |oan servicing, et cetera.

Back to script.

So, first, I want to acknow edge t he abuses
t hat New Yorkers are facing today.

Just a few exanples fromour |egal services
col | eagues:

A conpany persuaded a 73-year-old soci al
security benefit recipient to charge $22,000 on her
credit card for a bogus entrepreneurial workshop;

A fraudul ent debt-settl enent conpany
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charged -- or, pressured a 79-year-old woman to stop
payi ng her credit cards and to nail them her
paynents i nstead;

A nortgage | oan servicer charged an
unaut hori zed conveni ence fee for honmeowners to pay
their nortgage online, rather than by mail;

And, again, as we've heard, deed theft
remai ns a huge issue in the state.

Wth sky-high prices and stagnant wages,
househol ds across the state, literally, cannot
afford to be price-gouged or taken advantage of I|ike
this. And with the right consumer protection |aw,

t hey woul dn't have to be.

Unfortunately, New York's General Consuner
Protection Law, GBL 349, is out of sync with the
majority of the country.

The bedrock of consumer protection in this
country is the prohibition against unfair,
deceptive, or abusive acts and practices, called
" UDAPs. "

My witten testinony provides nore
informati on about UDAP and its well-established
history in the country, as New York's UDAP, GBL 349,
is one of the weakest in the country because it does

not conpletely prohibit unfair, deceptive, or
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abusi ve conduct. Until last year, it didn't
prohi bit unfair or abusive conduct at all.

You may recall the FAIR Act which was enacted
| ast year and took effect a few weeks ago, and
i ncreased the attorney general's authority to
prosecute unfair or abusive practices. It did not,
however, extend those authorities to the existing
private right of action which still only applies to
decepti on.

For this reason, New York's law is weaker
than 42 other jurisdictions which allows for --
these other jurisdictions allow for private
enforcenent of all of their rights.

As a New Yorker, | feel lucky to have a
strong prosecutor in Attorney General James, who we
heard fromearlier. But her office cannot address
every wong that every New Yorker experiences
everywhere in the state, nor should that be the
obj ective of governnent enforcenent.

The Attorney Ceneral nay be the people's
| awyer, but she cannot be every person's |awer.

The UDAP standard is not new. But w thout
private enforcenent, there cannot be meani ngful
accountability.

For this reason, industry opposition to a
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private right of action should be nmet with great
skepti ci sm

Another point 1'd like to nake is that
i mproving New York's law is necessary in |ight of
what we're seeing at the federal |evel and their
conpl ete abdi cati on of consuner protection.

The FTC and CFPB are the prinmary agencies
responsi bl e for enforcing federal UDAPs, but neither
of them are doing that today.

For exanple: The Trunp Administration is
gutting the CFPB. They fired nearly all the staff,
term nated nost of their enforcenent actions, and
st opped conplying with at |east 87 statutory
responsi bilities.

My organi zation estimtes that this has cost
househol ds over $18 billion already.

This federal abdication is also affecting
New Yor kers.

Based on anal ysis of CFPB conpl aint data that
we' ve done, conplaints filed by New Yorkers nearly
doubl ed from 2024 to '25, from 180,000 conplaints to
over 300, 000.

The | argest percent increases were in the
Fi ngers Lakes, Mohawk Valley, Capital Region, and

Western New York, with the |argest absolute increase
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in New York City.

At the sanme tinme that the nunber of
conplaints com ng from New Yorkers has increased by
nearly 70 percent, the nunber of conplaints closed
wi th consumer relief has decreased by 10 percentage
points, fromb51 percent to 41 percent of closed
conpl ai nt s.

Put differently, while the nunber of
conplaints is increasing, the relief is decreasing.

It's clear that New Yorkers cannot count on
the federal governnment to hel p them

"1l conclude by noting that enacting a
stronger UDAP now is also a sound investment in
New York's future.

If the recent years have showed us anyt hi ng,
it's that we cannot say with any certainty what the
next few years will bring.

A strong UDAP has the flexibility to address
what ever issue nay arise; whether that's price
gouging during a future crisis or surveillance by
tech and Al firns.

There's no need to run back to the
| egi sl ature every tine a new harm ener ges.

Let nme make clear: That unfair, deceptive,

or abusive contact is never permtted in the state.
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Thank you.

ANDY MORRI SON:  Ckay. Thank you.

Good afternoon, and thank you Senators Mri e,
May, Miurray, and Brisport.

|"'m Andy Morrison. |'mthe associate
di rector of New Econony Project, a New York
City-based econom c justice organization.

We are working with comrunity groups across
the city and state to build an econony that works
for all, based on cooperation, racial justice,
nei ghbor hood equity, and ecol ogi cal sustainability.

My testinony today focuses on financial
technol ogy, or "fintech," schenes that are
structured to evade New York's | ongstandi ng usury
and consumer protection |aws.

As the commttee nenbers know, payday | ending
is categorically illegal in New York State.

Qur civil usury |aw caps interest at
16 percent, and it's a felony to charge nore than
25 percent interest on a |oan; yet fintech conpanies
operating under the | abel of "earned-wage access"
have -- are conducting business right here in our
st at e.

They're nmaking | oans with average interest

rates -- average interest rates -- that exceed
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330 percent APR

W estimate that this industry has extracted
nore than half a billion dollars from working
New Yor kers' paychecks since 2019.

That is, effectively, forcing workers to pay
to get paid.

So how does an industry that charges
effective interest rates so far above the usury cap
that we set as a matter of public policy in this
state operate here?

The answer is, that fintech conpanies falsely
claimthat their loans -- excuse ne -- that their
products are not loans in order to circunvent our
robust and | ongstandi ng consuner protection | aws.

How do they do this?

Wel |, they aggressively market their products
on social nedia, in workplace break roonms, even on
the New York City subway, only -- and that they lure
New Yorkers in who are struggling to nake ends neet,
only to inpose high and hidden fees that trap them
in cycles of repeat borrowing. These are expedited
transfer fees, subscription charges, and even tips.

They feed user data into proprietary Al
underwriting systens so that they can nonitor

wor kers' accounts, so that they can ensure that they
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get paid as soon as that worker gets paid.

And that -- those predictions are often
i naccurate, and that |eads to cascadi ng financi al
harm |ike overdraft fees.

At every step, EWA conpani es design their
products to evade enforcenent of |aws that prohibit
hi gh- cost | endi ng.

The industry seeks to nullify state usury
protections by claimng its products are not | oans,
an argunent that relies on strained interpretations
of | egal concepts, such as recourse.

This is regulatory arbitrage, designing a
busi ness nodel to exploit | oopholes and sidestep
| aws neant to bar high-cost |ending.

It's targeting working people and communities
of col or.

The governnent accountability office found
that these apps are nostly used by peopl e earning
| ess than $50, 000 a year.

The Community Service Society of New York did
a survey, and found that New Yorkers under 30 are
usi ng these payday | oan apps frequently, or all the
time in many cases.

Bl ack and Latino workers were significantly

nore likely to report frequent use than Wite
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respondents, underscoring the industry's
di sproportionate inpact on communities of color.

So New York bans payday | ending for a reason

Qur usury laws reflect |ongstanding public
policy to protect New Yorkers fromexploitative
hi gh-cost loans that strip wealth from comrunities
and trap people in cycles of debt.

Fortunately, the attorney general has taken
enforcenent action against two | eading EVWA
conpani es, finding: G oss and systenmatic
m sconduct. APR s as high as 750 percent. People
borrowing multiple times a week fromthese apps.

One wor ker took out hundreds of advances over
a two-year period, paying nearly $1400 in fees.

This is part of the business nodel.

And so what we are asking for this --
demanding, really, this session is that the Governor
and the |l egislature step up and protect working
peopl e from wi despread financial predation and
weal th extraction.

We can't rely on enforcenent al one.

It's inportant what the attorney general is
doing, but the legislature needs to step up. And it
can do that by passing the Stop Taki ng Qur Pay Act
sponsored by Senator Brouk. That's 8939. And that
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woul d clarify existing | aw that EWA advances are
| oans, and that New York's usury |aws and the
interest rate caps apply to this industry.

So thank you very nuch for inviting us to
testify today.

SENATOR MYRI E:  Thank you, both.

Senat or May.

SENATOR MAY: Thank you.

Thank you for your testinony.

| wanted to ask -- sorry --
M . Ber kman-Breen, a question.

| really appreciate the data in your witten
testimony that shows how the -- effectively, the
closure of the CFPB is affecting New York

And |I''m wondering if you have an anal ysis of
why, basically, nmy district, or the Finger Lakes,
Mohawk Val |l ey, Central New York, would be
dramatically higher than other areas of state?

Li ke, what woul d be driving these regional
di fferences, in your opinion?

W NSTON BERKMAN- BREEN: Thank you, Senat or
for that question.

| should follow up and say, too, that happy
to follow up with the commttee or any nenber on

district-specific. | just need your ZI P Codes, and
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then we can go fromthere.

You know, it's hard to say, because there's a
| ot of factors that go into our lives. You know, we
someti mes bucket these things into different terns
or comm ttees.

But, ultimately, we're all living as sort of
hol i stic people who have different experiences.

And it could be anything from fewer cops on
the beat. Right? The federal governnent isn't
doing its job. And maybe your region doesn't have
as strong of a local consumer protection.

I"ma New York City resident. The departnent
of consunmer and worker protections is phenonenal .

We are so lucky to have them

We al so have a very holistic 311 systemin
New York City.

So that, you know, |ocal resources filling
the gap can be one a reason.

There could al so be |arger macroeconom c
consi derations. Maybe your regi on has had nore
| ayoffs. People are just having, you know, tighter
budgets in their household than other parts of the
st at e.

So it really varies, and it's going to vary

probably between regions, why they' re experiencing
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it. | don't think there's any one.

But | do think, having just said that, there
are bl anket things the State can do.

| conpletely endorse ny col |l eague Andy's
testi nmony about these products that -- |ike EWA
i ke buy now, pay |ater, which the State has al ready
regul ated -- and thank you for that -- that go in
and take advantage of them | nmean, | did this, so
can industry. Right?

And so they can go in and say, Hey, this part
of the state, this part of city, people are hurting.

Let's go offer themfree noney and then charge them

for it.

So there's -- it's hard to diagnhose the
cause, but | think we can still arrive at sone
sol utions.

SENATOR MAY: Ckay, thank you.

And | just have to ask about this line on
page 6, where it says that the exam-- "CFPB i s

making its exam ners make a humlity pl edge" --

W NSTON BERKMAN- BREEN:  Yes.

SENATOR MAY: -- "to each conpany before
comenci ng an exam "

Can you just tell ne what that is?

W NSTON BERKMAN- BREEN:  Yes. So that is the
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current Trunmp Administration, CFPB, |ed by

Russ Vought, again, which is trying to kill itself
off, Iike very explicitly. |'"mnot hyperbolizing.

The exanms -- just so we're on the same page,
and DFS does exanms as well; as does DCWP, the | ocal

and New York City equivalent: An examis just an
audit for conpliance with financial |aws. Wether
that's a sort of safety and soundness prudenti al,
anti-noney | aundering, or whether that's a sort of
consuner protection market conduct, "how are you
treati ng peopl e?" conpliance.

But it's just conpliance with state, federal
and | ocal |aws, depending on the jurisdiction.

So an exanmner will go on-site, |ook at books
and records. W heard from Scott Buchanan, naybe
audit sone calls, et cetera.

And, normally, they do that, and maybe t hat
woul d be force of being a governnent regulator. You

know, they -- | don't want to be crude, but they say

j unp. Regul at ed and [i ndi scerni ble] are supposed
say, "how hi gh?"

And there's is a good-faith relationship
there. But there can -- there has to be candor; you
have to open your books and records.

W' ve seen a very robust -- under the
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Rohit Chopra CFPBM [sic], the President Biden's
Adm ni stration, a very robust, not inappropriately
so, but a robust consumer protection agency out of
t he CFPB.

The response to that, in addition to rolling
back, is that now exam ners, when they go on-site,
have to, literally, read a one-page humlity pl edge
out loud to the industry that they' re about to
exam ne, which talks --

| could have appended it, and |I shoul d have.
But 1'll follow up with you, and send it as a |ink.

-- which, as the title suggests, basically
says, you know, | amnot here to overstep. And, you
know, |I'mnot going to be aggressive |like our
pr edecessors.

And it is very nuch in the, you know, ilk of
what we're seeing under this adm nistration, really
denoni zi ng previous appropriate | aw enforcenent; but
also just, literally, putting industry up on a
pedestal when it should be the reverse rel ationship.

SENATOR MAY: Ckay. Unbelievabl e.

W NSTON BERKMAN- BREEN:  Yeah, you can't
really nmake this stuff up

SENATOR MAY: Yeah, right.

And, M. Morrison, just following up to --
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| ooking at the data in the other testinony, |'m
wonderi ng about the payday | oans and sone of the
oversteps that you tal ked about.

Do you have regional data on that?

s that sonmething that -- where we can find
out howthis is affecting nmy district or ny region
of the state?

ANDY MORRI SON:  Definitely. 1It's linked in
an end note of our testinony.

We put out a report |last year called
"$500 mllion and counting.” | think it's the
second end note.

And if you take a |l ook at that report, we
broke out the wealth extraction that these conpanies
are engaging in by region. | can't renenber the
regions off the top of ny head, but we | ooked across
the state, and found -- yeah, that -- you know, al
over state we have a deepening affordability crisis.

So where people are living paycheck to
paycheck, they're | ooking for solutions. And these
conpani es are preying on that sort of vulnerability.

And so we're seeing it across the state, and
it is draining noney right out of people's
paychecks.

SENATOR MAY: Thank you.
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Yeah, | nean, | chair the Conm ssion on Rural
Resources, and | represent a district that has the
city of Syracuse. But it has a lot of rural
conmunities init as well.

And what we know about smaller municipalities
is they don't have the resources to fight back
agai nst a lot of these things, and so the people
feel hel pl ess, too.

So the nore that we have kind of centralized
information, and potentially centralized sol utions,
the better for their -- our consuners.

ANDY MORRI SON: Ch, sure.

| nmean, to your point, regular working
New Yorkers are outmatched by an industry that's
backed by Silicon Valley venture capitalists.

It's -- the industry is increasingly getting
i nvestrment fromWall Street, banks, and investnent
houses. And they're spendi ng huge anounts of sumns
on | obbyi ng and canpai gn contributions, to normalize
and entrench this business nodel.

And that is very concerning to us because,
unl ess this legislature and Governor act, this can
beconme just a normal part of every day life for
wor ki ng peopl e.

And we can't accept that in New York, where
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peopl e have to pay to just get the paychecks that
t hey' ve earned through their |abor.

SENATOR MAY: Thank you.

SENATOR MYRI E:  Thank you.

Senat or Brisport?

SENATOR BRI SPORT: Thank you, M. Chair.

Thank you both for being here today, your
t esti nony.

M . Berkman-Breen, great to see you made it
up here safely from Brookl yn.

| just --

W NSTON BERKMAN- BREEN:  Senat or, thank you.

SENATCR BRI SPORT: O cour se.

-- | had a few questi ons.

Looki ng at sone of your recommendations for
policy, I was just -- just a general -question
curious: |If you have identified existing
| egi sl ation you wanted to uplift, or if you figured
t hese policies would best be served by a new
| egi sl ati on?

W NSTON BERKMAN- BREEN: Thank you for the
guestion, Senator.

| think there will be new | egislation
i ntroduced, and that's in |large part because

exi sting legislation, such as the Conmunity and
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Smal | Busi ness Protection Act (CSBPA), is somewhat
noot ed because the FAIR Act did pass. And so
there's contradictory parts of what that bill would
have done, that's already been acconplished, and
what still needs to be done.

So | do think that, as a single vehicle or a
sub-bill, there needs to be new | egislation, even if
it's just taking pieceneal parts of existing
| egi slation and reentering them

SENATOR BRI SPORT: Anmazing. Thank you.

And then | know you said New York is well
behind a ot of the country on these issues.

Do you know if there's a state-by-state
br eakdown anywhere of what practices are being used
in other states or not?

W NSTON BERKMAN- BREEN:  There is.

So one of the footnotes is to the National
Consuner Law Center's "50 State Cuide."

But, also, I'll be able to follow up with the
committee with nmy coll eagues from-- | nmobilization
for Justice created a very sinple 50-state col or
graph. And you see the 8 states in red, of which
we're one, and you see the 42 other states in green
where there are stronger | aws.

SENATOR BRI SPORT: Thank you so rmuch
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W NSTON BERKMAN- BREEN:  Sur e.

SENATOR MYRI E:  Senat or Murray.

SENATOR MURRAY: Thank you, Chai rnan.

Thank you both for being here.

And, M. Berknman-Breen, you had nentioned --
well, let's say this: W can put the laws in place,
we can even get the enforcenment in place. But if
there is no bite to it, if there is no punishnent to
it.

| know there are sone that believe that
puni shmrent is not a deterrent.

| disagree, | think it is. | think nost
agree that it is.

| "' mreadi ng your testinony.

It says, "Finally, New York's |aw has
severely outdated damages provisions. The current
statutory danmages are $50, which is neaningl ess
deterrent for bad actors.”

You even went on to say, "New York's UDAP | aw
is" "basically, it's toothless even with sonme of
t he i nmprovenents that were nade."

So how do we step it up?

| nmean, you know, is punishnment, is the

actual punishnment, is that |acking? And if so, how

much; | nean, how rmuch should it be?
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You nentioned the $50, what should it be?

W NSTON BERKMAN- BREEN:  Ri ght .

So in recent |egislation, we proposed $2, 000.
| think, candidly, anywhere in the one to
two thousand dollars, and this, again, where there
is afinding of the legality. R ght? This is not
the threat of. This is a judge that's nade a
determ nation that soneone broke the law. And per
vi ol ation, there should be a nmeani ngful penalty.

You can step it up for protected classes as
we have often done. |If it's a senior citizen, if
it's a conbat veteran or their famly or a service
nmenber, et cetera.

There's plenty of, you know, trebling you can
do there.

But | think it's meaningful penalties --
right? -- in addition to actual damages. Make the
person whole, and then add a deterrent factor on top
of it.

But then, also, and | don't want to overl ook
my main point, which is, this needs to be privately
doable. Right?

We have the private deception conmponent now.
But we know that's been failing us because it's been

failing us for the | ast 50 years.




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N -+ O

206

The whol e point of the FAIR Act was to get
everyone on board with the tools we need. And it
is, again, a necessary but insufficient fix that
we've given to the Attorney General because her
of fice, we even heard from and there's testinony,
is doing such great work. W're so lucky to live in
this state with her at the helm the departnent of
| aw.

But we need, as the |legislature recognized in
1980s when it added a private right of action to a
| aw that did not have one, [indiscernible], did not
start with a private right of action, and you al
added it in, your predecessors, that you need to
have that private partnership across the state.

In parts of the state where there are --
| nmean, | work with attorneys in the Syracuse area.
They are there. This is not a sort of, you know, if
you build it, they won't come. If you build it,
this will get used, but the econom cs have to nake
sense for it.

SENATOR MURRAY: (kay. Thank you.

SENATOR MYRI E:  Thank you, Senator Muirray.

And t hank you again, to Wnston and Andy, for
your testinmony. Thank you for your patience, for

wai ting, and we |l ook forward to continuing to
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engage.

Thank you.

W NSTON BERKMAN- BREEN:  Thank you

ANDY MORRI SON:  Thank you all.

SENATOR MYRIE: And our |ast panel for the
day, and we thank themfor their patience, Emma and
Chri st opher, who are making their way down.

EMVA KREYCHE: Shall | junp right in?

SENATOR MYRI E: (Nods head.)

EMVA KREYCHE: First of all, thank you for
havi ng ne today.

My name is Emma Kreyche. 1'mthe director of
advocacy, outreach, and education at the Wrker
Justice Center of New York. W are a |legal services
and advocacy organi zation serving | owwage workers
across New York State, with a primary focus on
i mm grant worKkers.

So the people we serve include farm workers,
day | aborers, hospitality industry workers, domestic
wor kers, and nmany others who |abor in industry where
wage theft and other forns of |abor abuse are,
unfortunately, quite w despread.

The crime of wage theft takes nmany forns.

And exploitative enployers can get renarkably

creative with their schenmes to defraud enpl oyers
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of -- enpl oyees of their pay.

So we've seen it all: Paying workers off the
books to avoid paying the proper overtinme rate.

Unl awf ul deductions. M sclassification of workers.
Requi ri ng people to perform preparations before they
clock in. It kind of runs the gamut; the |list goes
on and on.

It's really hard to overestinate or
overstate -- |I'msorry.

It's hard to overstate the scal e of wage
theft that occurs routinely in our conmmunities or
its devastating inpact on working people.

Estinmates of stolen wages and benefits range
from1l billion to upwards of 3 billion dollars
annually in New York State, with the DOL only able
to recover a very tiny fraction of that sum as
little as 1 percent as we heard earlier today.

We're tal king about billions of dollars each
year that workers can't use to pay their rent or
feed their famlies at a tinme when the rising cost
of living has already far outpaced wage increases.

One of the reasons it's difficult to get
preci se data on wage theft is because so many cases
go unreported due to victinms' well-founded fear of

retaliation. And this is particularly true of many
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i mm grant workers who fear that any sort of
conpl ai nt agai nst their enployer could pronpt a cal
to | CE

W' ve even been contacted about suspected
schemnes invol ving enpl oyers purposely contracting
i mm grant workers, and then reporting themto
immgration authorities to avoid paynment of wages.

I n nost cases, however, | will say the
inmplied threat of possible inmmgration consequences
is sufficient to prevent workers from com ng
forward. W receive so many calls that never result
in official conplaints because workers concl ude that
the risk is sinply too great when wei ghed agai nst
the likelihood of recovering their stolen wages.

And unscrupul ous enpl oyers are nmaki ng the
same cal culation: Building wage theft into their
busi ness nodel as a routine practice, thereby
gaining a conpetitive advantage over |aw- abi ding
enpl oyers.

And wage theft, of course, is not a new
problem And as | awakers, sonme of you have of
course sought to address this crisis through the
| egi sl ative process. You know, we have the \Wage
Theft Prevention Act in 2011; anmendnments to the

penal code to allow crimnal prosecution for both
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wage theft and imm gration-related threats; and
then, nore recently, the DOL's expanded authority to
col |l ect on judgnents.

So these are all steps in the right
direction. But good | awraki ng does not
automatically translate into effective enforcenent.

Crim nal prosecution of wage theft is
relatively rare, especially outside of New York City
where we wor k.

Meanwhi l e, DOL's capacity for civil
enforcenent is woefully insufficient due to chronic
under fundi ng and wel | -docunented staffing
chal l enges, with a federal governnment that has
drastically scal ed back worker protections, and
continues to escal ate attacks on i nmm grant
conmuni ti es.

New Yor k absolutely nust do better.

The Enpire Worker Protection Act is a
necessary part of the solution to New York's ongoi ng
wage theft crisis. Mdeled after a successfu
California law that's been on the books for over
two decades, the Enpire Act woul d expand public
enforcenent of the labor |aw by creating a nechani sm
t hat allows workers, whistleblowers, and | abor

unions to bring clains on behalf of the State only
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i f and when the departnent of |abor and the office
of attorney general declined to investigate the
matter.

Enpire actions would allow for recovery of
civil penalties, generating a projected $211 mllion
annually for the State to reinvest in public
enforcement, conpared with the $2.2 mllion that was
stated earlier as the total penalties collected |ast
year. This would enable the DOL to hire nore staff,
rai se salaries for investigators, and nore
effectively conbat wage theft.

Al'l of this has borne out in California under
t he PAGA | aw.

The whi stl ebl ower conponent of Enpire is
particularly inportant for protecting vul nerable
i mm grant workers, as it would allow actions to be
brought w thout nam ng the workers affected by the
violations in the conplaint.

And just before concluding, | would like to
acknow edge that Governor Hochul has included
funding in her budget for district attorneys in
rural comunities to take on new crim nal wage theft
i nvestigations.

And while this initiative may be well

i nt ended, we know from experience that nost
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vul nerabl e workers in New York's rural comunities
sinply do not feel safe comng forward to | aw
enforcenent officials in their regions.

Wt hout clear prohibitions on the collusion
of |l ocal enforcenent agencies with federal
immgration authorities, inmmgrant workers are
unlikely to cone forward to report the crine of wage
t heft.

And this is just one of the nmany reasons why
crimnal prosecution of wage theft is just not a
practical way to fill that gap in enforcenent.

And while there's a place for | aw enforcenent
in conbating wage theft, strengthening civil

enforcenment, and properly resourcing the DOL by

passing the Enpire Act will have a far greater
i mpact .
Thank you.
CHRI STOPHER MARLBOROUGH: | want to thank the

Senators for inviting ne.

My name is Chris Marl borough. | ama board
menber of NELA New York, the National Enploynent
Lawyers Association's New York affiliate.

| ama practicing attorney, with -- where
| represent | ow wage workers agai nst white-collar

wage thieves. And | want to tell you a little bit
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nore about the scope of the problens and things that
m ght not be -- every legislator nmay not be aware of
as to what workers are dealing with; not only how
they're getting ripped off of 3 billion -- up to

$3 billion a year in the state of New York al one,
but al so how the deck is stacked agai nst these
workers fromthe day they start working, in nmany,
many circunstances.

To start with, | will tell you that there is
several categories of wage theft, but one of the
bi ggest ones is independent contractor fraud, where
people are totally msclassified as an i ndependent
contractor. Nothing i ndependent about what they do
what soever .

You could be sitting in an office all day;
you could be a cheerleader -- right? -- who is lined
are up to nove your fingers in unison with everybody
el se, nothing independent about you, and they'l| say
you' re an i ndependent contractor, and they'll say
you're not entitled to protections in the | abor |aw,
and they' Il say you're not entitled to contributions
to unenpl oynment insurance, contributions to workers
conpensation, social security contributions fromthe
enpl oyer.

There are conpanies that will sell a package
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of how to nmake you cut your |abor costs by

30 percent by reclassifying your actual enployees as
i ndependent contractors. And those m ddl enen wil |
often stay involved during the course of

litigation -- right? -- to provide those services,
when, eventual ly, those people get sued.

And let nme tell you sone ways that enployers
will stack the deck agai nst workers even before they
start.

They will start in the independent contractor
case with an i ndependent contractor agreenent. OCh,
it's not an enpl oynent agreenent; it's an
i ndependent contractor agreenment. But in that
agreenent it will say things, like:

You can only bring your case in arbitration.
You cannot -- you waive your right to bring your
case in a court of |aw

You can -- rnust waive any nultiple-plaintiff
actions. So you can't bring in your case in court
and you can't bring a class-action effectively in
state court, or three plaintiffs have to bring three
separate arbitrations together in the arbitration
pr oceedi ng;

And you can be required to wai ve your statute

of limtations, fromsix years under the New York
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| abor | aw, where New York | abor has a great statute
of limtations. Very few states can conpete with
t hat ;

But as a condition of your enploynent, you
can't start working here until you sign this. And
even if you don't signit, the fact that you're
wor ki ng here says that you consented enough for us
to say that this can be held agai nst you;

Six years, to six nonths, statute of
limtations, |osing a huge anmount, nore than
90 percent of your potential damages.

And courts will say those are enforceable.

So those issues cone up both in the
i ndependent contractor msclassification and in
standard wage theft cases, where people are subject
to forced arbitration class-action waivers in --
nore than half of New York workers are subject to
that. And it disproportionately affects mnorities
and worren, the |argest two denographic groups
af fected by these agreenents.

And when we're dealing with this, you know,
we have a concept that, you know, the labor law wl|
favor workers. But they don't look at it in the
context of the labor law. They look at it in the

context of contract |aw, and, |ook, you agreed to
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this contract.

And it doesn't matter that you can't speak
English or read the contract that's witten in
English, or that you didn't understand the | egal ese
of the contract. Right?

None of that matters once you get on to the
concept of follow ng the contract | aws.

And who's witing these | aws?

The wage-theft |lawers are witing these
agreenents to nake them-- to enabl e enployers to
get away with this -- right? -- to -- particularly
in the context of msclassification, where they know
this is a msclassification case.

The only thing they don't knowis if -- the
only thing that they are worried about, not that
they' re doing sonmething illegal, but not getting
caught.

So the departnment of |abor can't handl e the
nunber of cases here. |ndependent contractor cases
are very difficult to prove because there's many,
many factors to an i ndependent contractor
m sclassification. No matter how obvious it is, you
still got to go through all of those factors.

Right? A lot nore work for the departnment of | abor.

Maybe they'll just take the guy who doesn't get paid
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for his overtine.

And I will end there, but there is a lot nore
to tell you about the subject, and |I'm happy to
speak with any of you individually on this.

SENATOR MYRI E:  Thank you very nuch, and
t hank you both for your testinony.

Senat or May.

SENATOR MAY: Thank you.

| wanted to follow up on the forced
arbitration piece.

CHRI STOPHER MARLBOROUGH: Pl ease do.

SENATOR MAY: There is a bill in ny conmmttee
that's just a sunshine bill, basically, that we need
to know how arbitrators -- how the decisions cone

about, because there's a |lot of evidence that the
arbitration conpanies are associated with a | ot of
the conpanies that are -- they're arbitrating about,
and they tend to decide in favor of the corporate
si de and agai nst the consunmers or the workers. And
nobody knows who they're working for or how -- how
the -- what the outcones are. They may, you know,
99.9 percent of the time be deciding in favor of the
bi g guys.

And so |I'mjust wondering if you have

proposal s for how to make that whol e process nore
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fair and nore transparent, so that we can -- or are
you aware of this bill and do you support that bill?

CHRI STOPHER MARLBOROUGH: |' m not aware of
the particular bill you' re tal king about.

| do know that there -- that outcones in
arbitration are nmuch | ess favorable than outcones in
court.

| also amaware of a lot of the barriers to,
once you get into that arbitration world, you' re no
| onger in a courtroom worl d.

So just as you want to have statistics, you
know, I would |like that, when a wage thief, when
someone m sclassifies -- 12 enpl oyers who bring
12 arbitrations and get 12 separate rulings agai nst
t hem because their msclassification is so obvious,
that information is not -- is private. That
information is not shared. You don't have any
precedential value to say, Look, this guy just did
this to 12 different people. And now, |ook, he's
doing it to Nunber 13.

| want to use that evidence, but you don't
are have access to that evidence because it's a
private proceeding, unlike a case in court.

| will also add that some issues -- some ways

to work -- deal with the arbitration issue is the
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Enpire Bill that Emma just discussed. Those private
attorney general actions are not subject to
arbitration or class-action waivers because they --
you' re taking on the shoes of the attorney general
who is also not subject to that. That's agreenent
bet ween t he enpl oyee and the enpl oyer; or sonetines
not even in the enployer. Sonetines it's just

anot her conpany, and the enpl oyer says, Wll, that
shoul d count for ne, too.

And the courts, guess what they say?

Yeah, okay, it counts for you, too.

It doesn't matter that you didn't sign it.
None of that matters.

Getting out of this rubric where the deck is
so heavily stacked agai nst workers, and getting into
an opportunity where their clains could be heard and
the crimnal exploitation can be made publi c.

EMVA KREYCHE: The Enpire Act would bring --
essentially, take the -- the -- bring the action
back into the public enforcenents sphere out of this
privatized venue.

So that is why the Enpire Act is one of the
solutions to the issue of forced arbitration.

CHRI STOPHER MARLBOROUGH: | will add that

| amadmtted in the state of California, and | have
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seen the transformation of this forced arbitration
scenario in California, where it is a conpletely
different world. And enployers are rightfully
afraid of violating the |aw.

And | don't believe that that's the case in
New Yor k.

SENATOR MAY: Ckay. Good to know.

Thank you.

Thank you, Chair.

|"ve got to go, but | really appreciate
everybody who has testified, and all that | have
| earned t oday.

SENATOR MYRI E:  Thank you.

Thank you, Senator May.

Senator Murray, | don't know if you have any
guesti ons.

SENATOR MURRAY:  No.

SENATOR MYRIE: G eat.

Let ne express ny thanks to both of you.

And | will incorporate my closing comments
for the entire hearing.

The point was very well taken, Enm.

How do you pronounce your |ast nane?

EMVA KREYCHE: Kreyche.

SENATOR MYRI E: Kreyche. | want to make sure
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| got that right for the record.

Thank you for meking the point that the
ability for us to prevent bad things from happeni ng
to workers and wage theft from happening is not the
sol e province of our crimnal law. And that there
are many really good reasons why workers woul d not
feel confortable conmunicating with | aw enforcenent
or pursuing a | aw enforcenent sol ution.

So we have to al so have pretty strong civil
enf orcement .

It's part of the reason why we wanted to do
this as two comm ttees, the Codes and the Consuner
Protection, so that we could bring both of those
views to bear.

| think, ultimately, whether it is wage theft
or fraud in any other industry, we have a
responsibility as a legislature to respond because
this is as pocketbook an issue as it gets. People
are, literally, having noney taken fromthem

And if we do not address that part, we are
leaving a lot to be desired in way of protecting
New Yor kers.

So | want to thank you again for the work
that you do, for your testinony, for being patient

t hroughout the entire day.
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And | want to thank ny col | eagues that have
j oi ned and have been in and out.

And | et nme also thank ny staff who did an
excellent job putting all of this together.

| amvery grateful for Cody and Zach and
Ansl em [ph.] and Liza [ph.] and Godfre and Matt, and
everyone for all of the work that you did; and
Rachel May's staff who hel ped us put this hearing
t oget her.

We | ook forward to conti nued engagenent.

We are hoping to put forward sone responses
to this hearing, and, hopefully, we'll get to the
right solution to protect New Yorkers.

So thank you agai n.

And t hank you, everyone, for watching.

EMVA KREYCHE: Thank you.

(Wher eupon, at approxinmately 1:26 p.m,
the public hearing of the joint commttees

concl uded, and adj ourned.)
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