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dapting to the overhaul

Lawyers who help consumers swamped with debt

struggle to cope with new rules and fewer clients

by Carl Jones

n West Miami just north of Flagler

Street, a large billboard featuring a pic-

ture of consumer bankruptcy attorney

Patrick Cordero overlooks the sun-
bleached sidewalk. Cordero’s practice targets
people who feel over their heads in debt.

: Over the last 18
years, Cordero estab-
lished himself as one
of the kings of
Chapter 7 consumer
bankruptey in

Seea‘que Aro Miami. He ran tele-

vision and print ads,
buddmg success on the high volume of people
who wanted to start over with a clean financial

] slate. His clients have been largely working-
class and middle-class Hispanics, in their 30s
and 40s, who got into money trouble, usually
with credit cards.

Before a sweeping federal bankruptey over-

haul law took effect last October, Cordero and Bgn}:mptcy lawyer Patrick Cordero concedes
his profits have taken z hit but he's seeing a
l Sec Special Report: Bankruptcy, Page A1z rebound.
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his stafl of 30 serviced hun- :

dreds

month.

of new clients each

Between Vresident
Bush signing the Kepublican-
sponsored bill last April and
the October

Cordero

cffective
and other
were swamped with Chapter 7
clientz rushing 1¢ bea
changes.

But after Ociober, the poal | |
of chients ran dry. The 2005 -
Bankruptey Abuse Prevention -
and Consumer Protection Act,

spearheaded by the financial -

services indusiry, made 1t

much harder {or consumers to |

fite

for

uncicar, however, whether the :
reduction in filings ic ternpo-
rary, due to the ghit of people :
who filed for bankruptcy ahead !

of the legal changes.

Cordero lost some support
staff, When he hired new staff,
he had
duties. Five months after the
law took effect, his staff is back
to where it was at this time last
year. To survive, he said, he’s

Lo restructure their

working hard to provide excel-
and
improve efficiency. “I'm less
profitable,” Cordero acknowl-
edged in a recent interview.
Like Cordero, South Florida

lawyers who focus on con-

lent customer service

sumer bankruptcy are having
to run their practices more effi-
ciently, learn the complexities
of the new law — including the
Chapter 13 provisions which

they rarely used beforc — and :

educate the public that bank- :

ruplcy protection is still avail-
able for people who need it.
Before the new law, a rela-
tively small number of South
Florida attorneys, perhaps Jess
than 100, focused solely con-

sumer bankruptcy work. Many |
solo and small-firm practition-

ers, however, did some bank-

ruptcy  work along
with  family  law,
criminal deflense

work and other rent-
paving fare. For those
who dabbled in bank-

ruptey. the new Jaw

— as well as sheer
has made the practice financial incompe-
loa  expensive and tence or irresponsibil-
rislcy. awyer Ti ity, Thus, there will

Cut of all the Talarchyk says always be clients who
attornevs in Miami Chapter 7 practice need their services,

that are doing bank-
ruptey. | would sav 6o
percent got out right
away.” Cordero said.

Tinz Talarchyvk, president of
the Bankruptey Bar for the
Sauthern Districr

\’-'hﬁ represents mosllv Crﬁdi‘

torsar Chapter 1 bankrupteies,

savd fewer filings and increased

the -

bankruptey. Tt is .

has been ‘almost
eliminated.’

of Florida.

—

date, '
South -
Florida bankrupicy atiorneys *

liability exposure have “almost
eliminated” Chapter 7 practice
But some consumer bank-

i ruptcy specialists like Cordero |

! have vowed to stick it out, and
i the clients are starting to
return. On a recent afternoon,
people with grim expressions
can be seen filing in and out of
Cordero’s two-story offices,
carrying fistfuls of financial
documents.

Even though therc is less
work for the lawyers who rep-
resent ordinary debtors like
i these, consumer bankruptey

{ attorneys that
people always
face financial prob-
lems due to lost jobs,
medical bills, divorce,
and other misforrunes

say
will

still in the same situa-
tion,” Corderc said. “They still

owe money, thevre behind,

and they have no jobs.”

Coral Gables, Tim Kingcade.

bankrupiey atlorney

i discharging
“We're  beginning
Lo sec that people are

On Coral Way, just north of

.’an[hUT promincnl consumer

has @

i half-dozen people waiting in

his lobby on 2 recent after-
noon, His business also is suf-
fering since the new bankrupt-
cy law took effect. But he, too,
is starting to see clients return-
ing.

said. “But in the long run, it
will back.

about it.”

Most debtors still qualify

Last month, 261 consumer
Chapter 7 cases were filed in
U.S. Bankruptey Court for the
Southern District of Florida.
That's down from 1,205 filings
in February of last year. This

past Junuary, there were 165

petitions, and in December just
109. Those numbers arc consis-

i tent with national trends.

Of course, this sharp reduc-

i tion in the number of people

their  debts s

exactly the outcome devoutly

sought by the financial services
industry, which pushed hard
YDT thc new L‘IW,

The
unprecedented means test, dis-
debtlors  whesc
income exceeds the state med;-
an — ngRY'd‘CSS O; c)"]WGHSCS -

new law created an

qualifying

from quickly wiping out their

PTcY EFrom Page AJV

L

i option of filing wnder Chaprer

74 |
i February 2005, 380 people filed |
i for Chapter 13. Statistics do not
indicate how many Chapter 7

qualify for Chapter 7 under the
[ new law, bankruptcy can be a
rough road for both them and
! their attorneys. Debtors now
! are required to undergo credit

“For the past six months, the |
profits are down,” Kingcade
clients
1 have no doubt |
¢ for Chapter 7 discharges. Said }
! Kingcade: “The biggest strug-
| gle we're having is people call- |

debt under Chaprer 5. Instead, -

these above rhe median

income now have only the ;

13, which could require them to .

mak(- oncrous paymcnls

their creditors [or us

to -
long as |
five years, g

Under the new law's means :
test, the gqualifying median
income in Florida {or a single :

person currently is §37,099. For

a family of three, the gualify-
ing median income currently is

{ £51,204. Those with incomes

above the median can onty file :
under Chapter 13. .

Last month, ¢7 people in the !
of Florida :
filed for Chapter 13 protection,

Southern District

while 1g filed in January and

in December 2005. In:

cases were converted to
Chapter 13. That is supposed to
happen when a judge or trustee
suspects a debtor is abusing the

right to file for Chapter 7.

Even for cliemts who still

counseling before they can file |
for bankruptey, and they must
complete a debt management
course before they may legally
discharge their debt and exit
bankruptcy. Debtors also have
to file more paperwork disclos- |
ing more information about
their financial situatjons.

But Corderc and Kingcade
said most of their traditional
have low enough
incomes that they still qualify

Silvio Amico hes shifted his focus away
. from consumer bankruptcies to family

law, probate work and setting up
corporations.

South Florida Chapter 7
consumer bankruptey filings

... before bankrupicy

overhaul passed

Nov. 2004 1,504
Dec. 2004 1,453
Jan. zo05 1,207
Feb, 2005 1,205

... after bankruptcy

overhaul took effect

Nov. 2005 76 |
Dec. 2005 10y i
Jan. 2006 16 |
Feb. 2006 261 ;

Source: U.S. Bankrupicy
Court, Southers District of

Florida

i solve

ing and saying, ‘I know you

i used o do bankruptey. | have

these problems, how can you

them? | tell them

¢ ‘Banlruptey still exists, you
: have to come see me. "

To address this mispercep-

i tion, Cordero and Kingcade are
doing public education work.

Cordero is running TV com-

i mercials, stressing that bank-
i ruptcy protection is still avail-

able. Kingcade said he went on
CNN Espafol several times to
educate viewers about the new

i law.

Increased risk and cost

Consnmer bankruptey

i lawyers, besides having fewer
{ clients coming through the
i door, face many other chal-

lenges posed by the new Law.
For the first time, the law
requires that attorneys person-
ally attest to the accuracy of
Chapter 7 filers’ income and
expense statements.
Attorneys can face a civil
fine or be charged attor-

that

ﬂﬂ)‘

ney fees resulted

from violation.

ThOSE

tiDnS‘ as “'C“ as nonmaon-

monelary sanc-
etary penalties, can be
issued by the judge. That
means  attorneys  now
their

own checks on clicnts

have te conduct
financial records, which
is ume consuming and
costly.

fike
Cordere and Hingcade
that

requires

Attorneys

say extra  work

morec  hours,

more stafl and special
vamning {or the staff.

That has driven up the
Ser Special Kepert:
Bankruptcy. Page Are
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