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IMPORTANT INFORMATION ABOUT
THIS PRESENTATION

This presentation is for general informational purposes
only and does not represent and is not intended to
provide legal advice or opinion and should not be relied
on as such. Legal advice can only be provided in
response to specific fact situations.

This presentation does not represent any undertaking to
keep recipients advised as to all or any relevant legal
developments.

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP
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Introduction
m Administration, FTC and m Other Key, Developments, Risks
Congress Focus on Financial and Opportunities
Products and Services — Federal Trade Commission
— How we got here — Internal Revenue Service
Debt Protection Act (H.R. _ y
2309) — Housing
— GConsumer Financial — Credit CARD Act of 2009
Fl_rlolge%[aoznd)o‘gency Act m  Quick Review of State Debt
— Financial Products Safety Adjusting Law Developments
Commission (H.R. 1705 m Investigations, Law Enforcement
and S. 566) Actions and Private Lawsuits
— Outlook _ m The future of “Debt Settlement”
— What happens if an and Alternative Repayment Plans
agency obtains :
rulemaking in this area? = Questions and Answers

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
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Administration, FTC and Congress Focus
on Financial Products and Services

How we got here...

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP
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VENABLE...

Administration and Congressional Move to
Enhance Oversight and Enforcement of
Consumer Financial Products and
Services

VENABLE.. VENABLE... VENABLE.
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U.S. Senate Committee on Commerce,
Science, and Transportation Hearing’
(Feb. 26, 2009)

FEDERAL TRADE COMMISSION

/ PROTECTING AMERICA’S CONSUMERS

Home | News | Competition | Consumer Protection | Economics | General Counsel | Actions | Co

About Public Affairs | Public Events | Speeches | Testimony | Webcasts | Blogs | Reporter Resou|

For Releaes: 2262008

FTC Testifies on Efforts to Protect Consumers in Financial Distress

The testimony noted that today the Commission is issuing its debt collection workshop report, which takes 3 comprehensive
look: st how the debt collection industry has changsd in the past 30 years and recommends changes in the law to modernize
and reform the debt collection regulstony system.

To enhance the FTC's ability to protect consumers in the financial services marketplace, the testimany made the following
recommendstions:

- P=-rrr|t t|'= FI'\., to =m pk:ry rot|9= and :>orrrr=rt n. l=rr=k|r, pros= ures to declare scts and practices relsting to

- Al.tl'orlz= ctices relzted to finzncizl zervices,
and suthorize
= Authorize the
= Provi = =] d to consumer
financial services and expanding its critical =rrp|r|..ul work on tr= efficacy of disclosures.

The Commission vote sutherizing presentation of the testimony and its inclusion in
the formal record was 4-0.

The Federsl Tra = Commission ¥ \ork for consumers to prevent fraudulent, deceptive, and unfair business practices and to
them. To file a complaint in English or Spanish, visit the FTC °s online
plaints into Consumer Sentinel, 3 secure,
cies in the U.S. and abroad. The FTC's

FTC enters

forcemant agen

MEDIA CONTACT:

Office of Public Affairs
202-326-2180

{Financisl Testimaony)

m To enhance the FTC’s ability to protect
consumers in the financial services
marketplace, the testimony made the
following recommendations:

—Permit the FTC to employ notice and
comment rulemaking procedures to
declare acts and practices relating to
financial services to be unfair or
deceptive in violation of the FTC Act;

— Authorize the FTC to obtain civil
penalties for unfair or deceptive acts
and practices related to financial
services, and authorize the agency to
bring suit in federal court to obtain civil
penalties;

— Authorize the FTC to issue rules to
implement the Fair Debt Collection
Practices Act; and

— Provide additional resources to assist
the FTC in increasing its law
enforcement activities related to
consumer financial services and
expanding its critical empirical work on
the efficacy of disclosures.

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.

Legal advice can only be provided in response to specific fact situations.
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VENABLE. U.S. House Subcommittee on Commerce,
Trade and Consumer Protection of the
Committee on Energ zegb%)Commerce (March

m FTC says: “The historic levels of
consumer debt necessarily have affected
the services CCAs can provide. The
increased demand for debt relief options

./ PROTECTING AMERICA’S CONSUMERS Ha

Home | News | Competition | Consumer Protection | Economics | General Counsel | Actions | Coq

About Public Afairs | Public Events | Speechies | Testimony | Webcasts | Blogs | Reporter Resou resulted in the recent growth of for profit
S debt settlement companies.”
Tl Ty ey gt m Approx. 15 Enforcement Actions (About
half against settlement companies and half
against CCAs)

m FTC Requests expanded and expedited
rulemaking authority and civil penalties.

RChange from Magnuson-Moss Warranty
acts and practices relating to Ct
related to finzncial sarvices o Consumer redreSS When the

: Commission is able to demonstrate
that the respondent had engaged in
dishonest or fraudulent conduct.

+ Civil penalties in the event that

uQITIT\. sion works for const I.I"'=l IOPP\EH fraud julent, d :>=pl\ , and unfair pusiness. practioasar-: to _ViOIation Of rU|eS from SpeCia:I
e S 54 e orniel T R 1 rulemaking procedures described
e £y A ment sgencies in the U.S. and abroad. in the Act Or
g —if the respondent committed a
ety knowing violation of an
outstanding decree against a third

party (by engaging in the conduct
proscribed in the decree.)
This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
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FTC Commissioner Rosch Speech on Consumer
Protection and the Debt Settlement Industry
(April 2, 2009)

\ = FTC Commissioner J. Thomas Rosch
4 Federal Trade Commission Recommendations for the Debt
Settlement Industry
—  “limit their performance claims to
B O TEW IR oM THE COMMIBRION. those they can adequately
Remarks by 1. Thomas Rosch! SU bStantlate” ,
Commizasimer, Federal Trade Commizdon « . .
e — not “misrepresent the benefits of
The 4th Annual t"rfdi\ and t"_<.}l |?)C'l;ﬂ’{l News Conference de. bt Settle m e nt ;
a0 — ’disclose, clearlyand
o conspicuously, the negative
b esaen _ _ impact that participation in a
. M_-rmmr.ksu.mdaymllI:c:?I:«.nt‘mnmndfﬂwufatduﬂ.la@d uﬂan:dclsfsm.llamm program may have on a
n:dus:y.\T(idl::glnmllJl.]lJm:g\J:I[:‘l::ha::g_um\mn.]ﬁu:mgjnnlk from Washington Consumerls Credlt Scolre, and hQW
e ang that impact may linger. This
e disclosure should not be made
. m “:d :MM“H* ““‘_‘;‘“f’ fmmj-m:::.ﬂ only in _the written contract, but in
b said o be emerging 22 the next financizl edsis? According 1 the Federal Reserve Board's Ehe ad Itself ’ and . .
— ‘if a debt settlement firm promises
L to refund debt settlement service
e Febml Tk Comminin =y o il Commisiont. woul Th 0 fees to consumers if their debt
A settlement negotiations are
dabbear, e GRS AR unsuccessful, the firm must honor
h waytimes com 2008/ 1V 29busines 2 9eredit himl Sep= 10& sq=credit o2 (e ard &st=cse . »
: that promise.
n Concerns about advance fees
n Prior Written Consent for Disbursements
m  Supports Self-Regulation

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
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VENABLE... Proposed Consumer Credit and
Debt Protection Act, H.R. 2309

15T SESSION

To provide authority to the Federal Trade Commission to expedite ( Rep Bobby R u S h ( D— I L))
.

rulemakings concerning eonsumer eredit or debt and to direet the Com-
mission to examine and promulgate rules with regard to debt settlement
and automobile sales, and for other purposes.

"R 1R 2309 m Introduced - May 7, 2009

m Referred to Subcommittee
IN THE HOUSE OF REPRESENTATIVES on Com merce, Trade and

May 7, 2000
Mr. Rusn (for himself, Ms. SCHAROWSKY, and Mz MATSUD) introdueed the

.
fallowing bill; which was referred to the Committes on Energy and Commerce ‘ :O n S u l I I e r P roteCt I O n

To provide anthority to the Federal Trade Commission to M 1 2 2009
expedite rulemakings concerning consumer eredit or debt ay b
and to direet the Commission o examine and promulgate
rules with rvegard to debt settlement and automobile M k J 3 2009
sales, and for other purposes. . ar u p - u n e ]

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled, . N eXt - F u | | C O m m e rce

3 SECTION 1. SHORT TITLE.
4 This Aet may be eited as the “Consumer Credit and CO' I I l I l |ttee

5 Debt Proteetion Act”,

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP




VENABLE...

Proposed Consumer Credit and
Debt Protection Act, H.R. 2309

1117 CONGRESS
18T BEssION H R 2 30 9
. .

To provide authority te the Federal Trade Commission to expedite
rulemakings concerning eonsumer eredit or debt and to direet the Com-
mission to examine and promulgate rules with regard to debt settlement
and automobile sales, and for other purposes.

(B) ‘1}l'.'l-‘l.“il'l'liL\'.—Fnl' purposes of sub-
paragraph (), the term “debt settlement serv-
e’ means any produet or serviee represented
qli]'t'a't]_‘f ar i]u]it't't'[l}'. to l'i‘]ll'f."lltiilti‘. settle, or in
any way alter the terms of payment or other
termis of the unseeured debt between a eon-

siumer and one or more unsecured ereditors or

to a ereditor or other L'[][i.[_".'.

other entities, inelnding a reduction in the hal-

ance, interest rate, or fees owed by a consumer

Introduced - May 7, 2009
(Rep. Bobby Rush (D-IL))

Referred to Subcommittee
on Commerce, Trade and
Consumer Protection

Subcommittee Hearing -
May 12, 2009

Markup - June 3, 2009

Next — Full Commerce
Committee

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.

Legal advice can only be provided in response to specific fact situations.
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Proposed Consumer Financial
VENABLE... Protection Agency Act (H.R. 3126)

m  The CFPA Act would expressly regulate
a number of financial activities. Among
O a number of products and services that
s gy p may be .offered or. touche.d.c.m by credit
t counseling agencies, activities expressly
e s e included are:

— “collecting, analyzing, maintaining,
and providing consumer report

IN THE HOURSE OF REPRESENTATIVES Info rm atlon or other accou nt
S — information by covered persons,
;([;rh\] introdneed the following bill; which was referred to the Committee Includlng Info rm atlon relatlng to

the credit history of consumers
and providing the information to a

credit grantor who is considering a
A BILL J MUt
i - A BILL o consumer application for credit or
T'o establish the Consumer Financial Proteetion Ageney, and WhO has eXtended Cl’edlt to the

for other purposes

borrower”;

— “acting as financial adviser to any
person, including — (i) providing

1 Be it enacted by the Senate and House of Representa-

=]

tives of the United States of America in Congress assembled,

3 SECTION 1. SHORT TITLE. financial and Other related

4 This Act may bo cited s the “Consmer Finacial advisory services; (ii) providing

3 Proection Agency Actof 2004 education courses, and

6 SEC. 2 TARLE OF CONTENTS. instructional materials to consumer

7 The table of contents for this Aet is as follows on individual financial

S L S e management matters; (iii)
providing credit counseling, tax

OO 214 planning or tax preparation

services to any person”;
—  “money services business”; and
—  “money transmission”.

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.

Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP




Proposed Consumer Financial Protection
VENABLE... pAgency Act (H.R. 3126) (cont’d)

| The CFPA will strip away the Federal Reserve’s
responsibility for implementing the recently
passed Credit CARD Act and place it within the
CFPA.

[T ———
111tH CONGRESS
15T RESSION H R
L] .
Ta establish the Consumer lﬁt:;ilillllw;l\ll:r(twtlm Ageney, and for other ™ The C FPA WOU|d be al |OWed tO exem pt by I‘u|e OI’

order, conditionally or unconditionally any
covered person or any consumer financial

IN THE HOUSE OF REPRESENTATIVES product or SeI’Vice, from pI’OVISIOI’]S Of the CFPA
Mr. PRANK of Massachusetts (for himself and [see ATTACHED LIST of cospon- ACt! SpeCiﬂC Consumer |aWS under the CFPA; or
:l[t;l‘.‘-'\.‘ introdueed the following bill; which was referred to the Committee CFPA rules and regulations, aS the CFPA deemS

necessary and appropriate taking into

consideration the factors of (1) total assets of the
A BILL covered person; (2) the volume of the

To establish the Consumer Finaneial Protection Ageney, and transaCtionS involving consumer finanCia|

products or services in which the covered person

for other purposes

| Be it enacted by the Senate and House af Representa- .
2 fise of the United States of merica in Corgres asenbld engages; (3) the extent to which the covered
3 SECTION 1, SHORT TITLE, ' person engages in one or more financial
4 This Act may be cited as the “Consumer Financial activities; and (4) existing laws and regulations
5 Protection Agency Act of 2009, which are applicable to the consumer financial
6 SEC. 2 TABLE OF CONTENTS. product or service and the extent to which such
T The fable of eontents for this Act is as follows: laws or regulations provide consumers with
o 2 Tt ot et adequate protections.
VLRIl (452145

July’8, 2009 (6:14 p.m.)

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
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Proposed Consumer Financial Protection
Agency Act (H.R. 3126) (cont’d)

(Original Signature of Member)
111t CONGRESS
lsT BESSION H R
. .

To establish the Consumer Financial Protection Ageney, and for ather
purposes,

IN THE HOUSE OF REPRESENTATIVES

Mr. FRANK of Massachusetts (for himself and [see ATTACHED LIRT of eospon-

sors|) introduced the following bill; which was referred to the Committee

on

A BILL

To establish the Consumer Finaneial Proteetion Ageney, and
for other purposes.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America tn Congress assembled,
3 SECTION 1. SHORT TITLE.

4 This Act may be ecited as the “Consumer Finaneial
5 Proteetion Ageney Act of 2009,

6 SEC. 2. TABLE OF CONTENTS.

7 The table of contents for this Aet 1s as follows:

See. 1. Short title.
See. 2. Table of contents.

TVHLCIOTOS0B0T0R0D 407 aml (44321 413)
July8, 2000 (6:44 p.m.)

The CFPA and the FTC would both have
the ability to enforce CFPA rules and
regulations concerning consumer
financial products or services, but the
CFPA would have the primary

authority. In addition, the CFPA Act
would make a violation of a requirement
imposed under the CFPA Act a violation
of a requirement imposed under the
Federal Trade Commission Act
irrespective of commercial or other
jurisdictional test in the Federal Trade
Commission Act.

Companion proposed legislation would
make it unlawful as an unfair and
deceptive act or practice to provide
“substantial assistance” to another in
violating the Federal Trade Commission
Act, the CFPA Act (if enacted), or any
other law related to unfair or deceptive
acts or practices.

No exemption for bona fide nonprofit
organizations exempt under IRC
501(c)(3)

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.

Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP
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Other Congressional
Proposals and Activity of Note

— Financial Products Safety Commission (H.R.
1705 and S. 566)

— Hearings on the “Role of Neighborworks” and
Mortgage Foreclosure Protection Topics

— Reverse Mortgages and Related Topics
— Regulatory Restructuring (Various)

— Bankruptcy Reform (Over?)

— FTC and Consumer Protection Issues

resentation is not intended to provide legal advice or opinion and should not be relied on as such.
advice can only be provided in response to specific fact situations. © 2009 Venable LLP
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What to Expect if the FTC/CFPA is
Granted Rulemaking Authority

m In order to ensure success,
the industry must have ready
answers to key questions
early in the process.

CFPA

m Based onthe FTC’s Current
Rulemaking for Foreclosure
Consultants Topics to Expect: ok

— Empirical Data
— Need for an FTC Rule

— Scope of Covered
Practices

— Scope of Covered Entities

Iederal Resister

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP



VENABLE... 1. Empirical Data — Questions to Expect

m  What empirical data are m  What are the distinctions
available concerning the between different models
nature, extent, and impact of providing debt relief
of the industry? services (e.g., free versus

fee-for-service, full balance
vs. less-than-full balance,
etc.)?

m What are the costs and
benefits of various debt
relief services and related
services?

m What business models
are used to provide relief
services services? Please
identify and describe any
such business models
and their impact on
consumers and
competition.

Iederml Register
N

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.

Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP




VENABLE...

Empirical Data cont’d. - Questions to Expect

What roles do creditors and debt
collectors play in the debt relief services
industry? What are the costs and
benefits of their conduct in the context of
debt settlement services and debt
management services? Do the practices
of creditors and debt collectors present
consumer protection concerns? If so,
how are these concerns the same as or
different from those raised by third-party
relief services entities?

What empirical data are available
concerning the performance of debt
settlement services entities in obtaining
promised results? Please identify any such
data (broken down by business model, if
possible) used to provide debt relief
services, including but not limited to data
addressing the following:

1. The percentage or proportion of
consumers enrolled in various debt
relief services who successfully
complete the program.

2. For the consumers who graduate,
what is the percentage who, after
successfully completing the
program, remain current on their
unsecured credit payments for a
substantial period of time

(e.g., six
months, one year,
or two years).

Federal Register
® )

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
Legal advice can only be provided in response to specific fact situations.
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VENABLE .. 2. Need for a Rule - Questions to Expect

m Should a rule be promulgated to address these
services? Why or why not?

— State Law Enforcement Actions and State
Debt Adjusting Laws

— FTC Law Enforcement Actions

m\What should be in a Rule?
— Disclosures
— Right to Rescind

Iederml Register
N

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP




2. Need for a Rule - Fees for Services
VENABLE.. - Questions to Expect:

m  Should a rule address any fee or refunds practices of providers of debt relief services? If so,
what practices should be addressed, how they should be addressed, and why?

m  Should a Rule ban the payment of advance fees for debt relief services? If so, why or why
not? What effect, if any, would an advance fee ban have on the willingness or ability of debt
relief services providers to do business?

m  Should a rule impose fee restrictions other than a ban on the advance fees that providers of
debt relief services receive? If so, what restrictions should be imposed and why? Would
these restrictions prevent or mitigate the potential harm caused by payment of these fees?

— To what extent might the possible harm from advance fees be prevented or mitigated
by requiring providers to make specific disclosures regarding the timing, amount, or
allocation of fees?

— To what extent might such harm be prevented or mitigated by requiring
providers to make more general disclosures regarding the nature and -
material restrictions of their services (e.g., the disclosures regarding
the likelihood of success, timing of services or negotiations with
creditors and debt collectors, refund restrictions, or any potentially
negative ramifications of using the service)?

Iederml Register
N

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
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VENABLEL 3. Scope of Covered Practices - Questions to
Expect:

Should conduct by debt relief services providers or
advertisers that the FTC has challenged as unfair or
deceptive in violation of Section 5 of the FTC Act in
its law enforcement actions be incorporated into a
proposed rule? If so, what conduct should be
included, how should it be addressed, and why?

E

Iederml Register
N

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
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Scope of Covered Practices cont'd. -Questions
VENABLE .. (A ASS

m  Some states have debt adjusting laws which, in whole or
in part, only apply to monthly repayment plans where a
company receives funds and distributes those funds to
creditors. For what type of services should a proposed
rule protect consumers? Should it apply only to debt
settlement services that don’t touch or control consumer
funds destined for creditors, for all debt relief services?
Why?

m Are there other state restrictions or challenged conduct
which should (or should not) be addressed in a proposed

rule, and explain why. "

) .

Federal Register

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP




VENABLE... 4. Scope of Covered Entities -
uestions to Expect

Generally, any proposed rule would not cover
banks, thrifts, federal credit unions, and non-profits
(under current jurisdictional limitations). To what
extent do these types of entities provide or advertise
debt relief services? To what extent do these entities
compete with entities that a proposed rule would
cover and what effect would a proposed rule have
on such competition?

Iederml Register
N

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
: Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP




Covered Entities cont’d. - Questions to
Expect

VENABLE...

Many states have exempted attorneys from laws (e.g.,
state debt adjusting laws) which regulate the conduct of
providers and advertisers of debt relief services. What are
the costs and benefits of exempting attorneys from these
laws?

— What has been the effect of such exemptions on
competition between attorneys and non-attorneys
in providing or advertising debt relief services?

— Should a proposed rule include an exemption for
attorneys or any other class of persons or entities?
Why or why not?

L]

Iederml Register
N

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
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Developments, Risks and
pportunities

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP




VENABLE...

Federal Trade Commission
Developments

credit counseling
and debt settlement alert

m Mortgage Rulemakings

m Updates on the FTC Red
R T Flags Rule

i For questions and comments,
£ please contact:

| Fromtha U5, Cangrase

mﬂ;ll:z:]L POMPAN L] a::t_l;;gmr:ar "Would Ausharizz tha FTC t Regulzts Debt Settlamant; . Re I e ase Of N eW FTC D e bt

JUPOUPARSI EHABLECOM ® Houza Subcommittes on Housing Holds Haerng on Foraclozure Rascus

H H Fraud H
;:F;LE\;;NTENE A 1w Mortgege Asform and Ant-Predetory Lenging Aet Mavas through Congrass | < : a I C u I ato r
JETENENBAUMEVEN ABLECOM Fromths Fadarsl Agancies
H i = Federsl Trade Commizzion H
- Coordinzted Federal and Stats Law Enforcemant Efforts

-V m New Advertising Guidance

- New Advertising Guidenca . .
*  Houzing and Urkan Developmant (“HUD™| — I t I ' l |
~ HUD on Dutzourcing by Counzaling Agencies H e S I O n I a S
i = Intarnel Revenua Servica
- Closing Agresmantz High“ghted

e | = Push for Greater

| = Maryland Tacklss Mislesding Locetion Information in Talephane Diractorias
f|® Montene's First Dabt Settlament Ragulation H . .

® Mlew Jarzay Works to Exsmpt Counzaling Aganciaz from Dbt Adjuzsers Act | : R I l I I kl n g A th rlty
= Unifarm Debt-Manzgement Sanices Acton the March u e a u O

£l e Uz Maksz Ch anges o itz Verson of the Unorm Debt-Managament
Services Aot

i | Stats Invastigations and Enforcemnt Actionz

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
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VENABLE...

FTC Red Flags Rule

Federal Trade Commission

FIGHTING FRAUD
WITH THE RED FLAGS RULE

A How-To Guide for Business

File & Complaint | Order Publications | Privacy Policy | FTC Search

‘ e i e e [ v [ e v
.. 7l B i A ..
L
Are you complying with the Red Flags Rule?
The Red Flags Rule requires many businesses and It
E——— organizations to implement a written Identity Theft
Prevention Program designed to detect the waming signs
ﬁ - or "red flags" - of identity theft in their day-to-day
W AP UM operations. Are you covered by the Red Flags Rule? Read
Fighting Fraud with the Red Flags Rule: & How-To Guide
W for Business to:

" Find out i the rule applies to your business or
organization;

Create Your Qwn ldentity
Theft Prevention Program:
A guided 4-5tep process.

¥ Get practical tips on spotting the red flags of
identity theft, taking steps to prevent the crime,
and mitigating the damage it inficts; and

Link to the Guide

¥ Leam how to put in place your written Idertity
Theft Prevention Program,

Get Copies of the
Guide

By identifying red flags in advance, you'l be better
equippad to spat suspicious pattems when they arise
and take steps to prevent a red flag from escalating into
a costly episode of identity theft. Take advantage of
other resources on this site to educate your employees
and colleagues about complying with the Red Flags Rule.

Guidance Available at:
http://www.ftc.gov/bcp/edu/mi
crosites/redflagsrule/index.sht
ml

The FTC Red Flags Rule
requires many businesses
and organizations to
implement a written ldentity
Theft Prevention Program
designed to detect the
warning signs — or "red flags"
— of identity theft in their day-
to-day operations.

Are you covered by the Red
Flags Rule?

New Deadline for FTC
regulated cover entities:
August 1, 20009.

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
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http://www.ftc.gov/creditcardcalculator

FEDERAL TRADE COMMISSION

anced Search | En E=paiiol

PROTECTING AMERIC. CONSLIMERS

Home | Hews | Competition | Consumer Protection | Economics | General Counsel | Actions | Congressional | Policy | International

About BCP | Consumer Information | Business Information | Resources | File a Complaint | Proteccién del Consumidor en Espaiiol

MOTICE TO CONSUMERS
Federal law and regulations require us to make certain assumptions in calculating the information below. In this process, some
figures are also rounded. You might get more precise information about paying off your account from your credit card company.

Credit Card Repayment Calculator @ S e

Welcome to the Federal Trade Commission’s Credit Card Repayment Calculator. Based on the information you provide, the calculator
will give you an estimate of how long it will take you to pay off your credit card balance. The calculator assumes:

& you make no more charges; and
= you make only the minimum payment each month.

A second calculation can help you develop a plan for paying off your balance sooner.

Please use your most recent credit card bill. You may get a more accurate estimate from your credit card issuer's website.

How long will it take me to pay off my credit card balance if I make only the minimum

payment?
i ]
My total balance: s | &
) L ( 1
My highest annual percentage rate (APR) with a balance: % | Ie

CALCULATE NOW

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP
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Proposed Revisions to the FTC Guides
Concerning the Use of Endorsements and
Testimonials in Advertising

FTC GUIDES CONCERNING USE OF
ENDORSEMENTS AND TESTIMONIALS IN ADVERTISING

.3 Expert endorsements._
-4 Endorsements by organizations._
5_5 Disclosure of material connections.

Authority: 38 Stat. 717, as amended: 15 U S.C_41 - 58

-0 Definitions.

({a) The Commission intends to treat endorsements and testimonials identically in the context of
its enforcement of the Federal Trade Commission Act and for purposes of this part. The term
endorsements is therefore generally used hereinafter to cover both terms and situations_

(b} For purposes of this part. an endorsement means any advertising message (inchiding verbal
statements. demonstrations, or depictions of the name, signature, likkeness or other identifiing
personal characteristics of an individual or the name or seal of an organization) which message
consumers are likely to believe reflects the opinions, beliefs, findings, or experience of a party
other than the sponsoring advertiser. The party whose opinions. beliefs_ findings. or experience
the message appears to reflect will be called the endorser and may be an individual, group or
institution_

(c) For purposes of this part. the term product inchades any product. service. company or

industrs

(d) For purposes of this part, an expert is an individual, group or institubion possessing, as a
result of experience,. study or training. knowledge of a particular subject. which knowledge is
superior to that generally acquired by ordinary individuals_

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.

Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP




VENABLE... Background on FTC Guides for
Endorsements and Testimonials

m  November 28, 2008: Notice and Request for
Comment on Proposed Changes to the Guides
Concerning the Use of Endorsements and
Testimonials in Advertising (“Guides”).

Informal but very important statements of policy by
the FTC in the field of advertising.

Significant proposed changes affect:

(1) The use of consumer and expert endorsements;
and

(2) The ability of advertisers to use “new media”
endorsements such as bloggers and online message
boards.

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP




VENABLE ... The Existing FTC Guides

m Major “rules of the road” governing how and
where testimonials/endorsements can be
employed by advertisers.

Must reflect the honest opinions, findings,
beliefs or experience of the endorser.

May not contain any representations that

would be deceptive or could not be
substantiated if made directly by the
advertiser.

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP




Special Rules for Consumer Endorsements

VENABLE...

m Consumer Endorsements are interpreted as representing that
the endorser’s experience is representative of what consumers
will generally achieve.

m If the advertiser cannot substantiate that the endorser’s
experience is typical, the advertisement must clearly and
conspicuously either:

(a) disclose what the generally expected performance
would be in the depicted circumstances; or

(b) clarify the limited applicability of the endorser’s
experience.

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
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A\YO\NiiBDM Summary of Key Proposed Changes to FTC
Testimonial Guides
m Expanded Definition of Endorsements

m Expanded Liability

— Under the Commission’s proposed changes,
endorsers, as well as marketers, may be liable for
statements made in the course of their
endorsement.

m The Death of the Disclaimer

— A statement by a consumer about his or her
experience with the product is deemed to be a
representation that other users of the product can
expect the same experience.

— Many marketers do not have the facts necessary to
support such a claim so they merely state that the
experience of the testimonial is unique and that
“Your Experience Will Vary.”

m Disclosure of Connections: The New Frontier

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.

Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP
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Internal Revenue Service

T ~ .
‘\’"ﬂl Internal Revenue Setvice

United States Department of the Treasury

Charities & Non-Profits Entities il Plans Community Tax Exempt Bond Community
Charitable Orgs | Churches and Religious Oras | C | Other Non.Profits | Political Orgs | Private

Credit Counseling - Joint Federal Agency Resources
Charities & Non-Profits Topics
= Life Cycle

. Three federal agencies are working together to promate integrity within the credit counseling industry and help individuals obtain reliable
= Search for Charities b ¢ ity 91
high quality senvices. In doing s, each agency pursues its individual enforcement responsibilities:

A-Z Site Index
= Published Guidance

« IRS ensures that credit counseling organizations holding themseives out to the public as tax-exempt charitable and educational
= EO Newsletter

organizations comply with the requirements for tax-exempt status. The IRS website provides resources for persons needing to verifs

= EOTaxLaw Training the tax-exempt status of a credit counseling organization, and information about its initiative to ensure that credit counseling
e organizations comply with federal tax laws. It also highlights provisions of a new law that establishes standards an organization

must satisfy to qualify for exemption under Internal Revenue Code section 501(c)(3) or 501(c)i}
The Federal Trade Commission (FTC} brings law enforcement actions against credit counseling agencies for violations of federal
consumer protection laws. To gettips on Selecting a credit counseling organization or to file a complaint visitthe FTC website or call
toll-ree, 1-877-FTC-HELF (1-877-382-4357) (TTY 1-866-653-4261).
The U.S. Trustee Program (USTP) at the Deparment of Justice approves credit counseling organizations to provide pre-bankruptcy
IRS Resources counseling and pre-discharge debtor education as required under the Bankruptcy Abuse Prevention and Consumer Protection Act of
. 2005. The USTP's website provides information for consumers about the role of credit counseling organizations in personal

ST AL S bankruptcy proceedings, and offers links to assist consumers in selecting a credit counseling agency from the list of approved
= Contact My Local Office providers thatfits the consumers needs.

= More Topics.

= efie
= Forms and Publications These agencies provide educational resources about credit counseling that are helpful to both the public and credit counseling
= Frequenty Asked Questions General reference materials about credit counseling are also available

= Newsroom
= Taxpaver Advocate Senice
= Where To File
FPage Last Reviewed or Updated: November 19, 2008

Accessibility | Ereedom of Act| Important Links | JRS Privacy Policy | USAgov| U8 Treasun

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
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Department of Treasury / FinCEN

Federal Register /Vol. 74, No. 00/ Tussday, May 12. 2009/ Proposed Rulas 22129

inspacting the fusslags front posts, epaicing
any conresion found uldne lacing pads
il offoon ubber by pods e of
Meoprans to provant wm. ingramian.

Actions snd Compliance
0 Unlsw olrcady done, do the Eollowing
on

i

(1) Within 12 years from date of
menufacture or within the next 2 months
after May 18, 2000 [the offective date of AD
2008-08-04], whichever ocours later, inspect
the fuselage front pasts for signs of corresion
following pasagraph 6.4, of EADS PZL
“Warszmea-Okecie” 8.A. Mandatory Bulltin
Ho. 10400025, dotee March 18, 2005,

(2)1f comosion cr any corrosion damage ia
found during the inspection mquired in
porcgengh (111) o thia AD, before rther
flight, ropelrarx\ey]me any parta whers
comosion of comogion damage was found in
acoordanos with an FAA-appraved repair
solution obtained from EADS-FZL

“Warzmwar Okpcie” 5.A., Aleja Erakoweln.
110114, 00-571 Warazwa, Poland:

(a) Within l“ yeara from date of
mannfachues or within the next 2 manths
aftor May 18, 2008 [the offocive date of AD
2008-08-04], whichever occurs later, replace
the rear glass padding Following paragraph
6., of EADS PZL “Warvsowa-Okecio™ 5.4
Mandatory Bulletin No. 10405036, dated
March 18, 2000,

(4] Within 2 mentha after the cffoctive date
of this AD, amend the approved aperatars
airplane maint=nance progmm to incarporate
the applicable tasks as described in PZL-104
Wilgn 50 Maintenance Manual, pages 54
and 2510, dated April 7, 2008,

FAA AD Differences
Nate: This AD differs from the MCAT and/

ar esrvics information ae follove: Mo

differences.

Other FAA AD Provisions
8 The lling ooy o

U].u ernative Methods of Compliance
{AMOGe): The Manager, Standards Office,
FAA, has the authenity to approve AMOCs
for this AT, if requected, using the
procetures found in 14 CF 36,19, Send
information o Attn; Doug Rudolph,

Rervapass Enginsee, FAR, Small Aieplane
Dirvctarats, 901 Locusl, Room 301, ng
City, Missouri 64106, telephane: (316 325-
A058; fore: (816) 3204090, Before naing any
approved AMOC on any airplone to which
the AMOC applies, notify your appropriate
principal inspector (PL) in the FAA Flight
Standards District Office (FSD0). or lacking
aFl, your local FSD0

(2] Airworthy Product: For any requirement
i this AD to obiain corrective actions from
amanufocturer or other source, use these
actiona if they ape FAA-approved, Gorrective
actions are considered FA A-approved if they
are appraved by the State of Deign Autharity
for ot delegated agent]. You are requirsd
to asure the product io ainwarthy befors it
is returnad to service

(3) Beporting Bequirements: For an;
reporting requirement in this AL, under the

rovizians of the Papervork Reduction Act
{44 U.5.C. 3601 et seq.], the Office of
Managementand Budiet (OME) hao
approved the infarmation collection
eequirements and has assigned OMB Control
Dlurber 2120-0056.
Related Information

Th) MCAT European Aviation Safety
Agency (EASA) AD No.: 2008-0072, dated
March 31, 2009, EADS PZL “Warszaw -
kecie” 5.A. Mandatory Bulletin No.
10408036, dated March 18, 2009 and PZL~
104 Wilga 80 Maintenance blanual, pages 5-
Sand 2010, dated Apei 7, 2000, o el
information.

Tasned in Kansas Gity, Missouri, on May &,
2009

Scutt A, Hom,

ActingMan
Aireraft Gert

[FR Dac. ES-11028 Filed 5-11-09; 8:45 am]
BLLING GODE 491 0-13-F

Small Airplane Directorate,

definitions 10 reflect past guidance and
rulings, current business opsrations,
evolving technologies, and merging
lines o[ﬁ:msm&ssoglnd by combll‘r:un; all
of stored value into one category,
without substantively changing the
existing definition, so that issuers of
stored value and ssllers or redeemers of
stored valus are in the sams category. In
addition, this rulsmaking selicits
commens on stored value to assist
FinCEM with a futwre rulemaking
propesing a revisad dafinition of storad
walua and revising related ragulations
DATES: Written comments on the notice
of ceed rulemaking must be

gr‘\;?lad onar mmn%aptemmr 8,
2000
ADDRESSES: You may submit comments,
identified by RIN 1506-A 487, by any of
the following mathods:

+ Federal e-rulemaking portal: hitp:/f

DEPARTMENT OF THE TREASURY

1 CFR Part 103
RIN 1506-AAe7

Financial Crimes Enforcemant
Network; Amendment to the Bank
Sacrecy Act Regulations—Datinitions
and Other Regulations Relating to
Money Services Businesses
AGENCY: Financial Crimes Enforcement
Netwark (FinCEN ), Department of the
asury.

ACTION: Notice of proposed rulemaking

SUMMARY: The Financial Crimes
Enforcement Network (“FinCENT), a
bureau of the Departmant of the
Treasury (“Treasury”), is gmposm 0
1evisa tha regulations implementing the
Bank Secrecy Act | “BSA") rqi r\img
money sorvioss businesses (“MSEs”| 1o
clarify which entities are covered by the
definitions. Spacifically, we are
reviewing the MSD regulatory
framawo1k with a focus on providing
alficient and effective regulation for the
industry, as well as improving the
ability of ragulators, law enforcement,
and FinCEM to safeguard the US.
financial system from the abuses of
terorist in ancing, monsy lundering,
and m.heJ financial crime.

roposed changes are intended to
more clearly delineate the scope of
antitias regulated as MSBs, so that
determining which entities are obligated
1o comply will be mors straightiorward
and predictable. This rulemakiny
proposas to amend the current MSB
regulations in the following ways: By
ensuring that certain foreign-located.
MBs with a 115, presance are subject
10 the BSA rulas; by updating the MSB

W, gov. Follow the
instructions for submitting comments
Refer to Docket numbem
FinCen-2006-000:

+ Mail: FinCEN, P 0. Box 39, Vienna,
VA 22183, Include RIN 1506-AA87 in
the body of the text.

Inspettion of comments: Comments
may be inspacted, betwesn 10 am. and
4 p.m., in the FinCEN reading room in
Vienna, VA, Parsons wishing to inspect
the commenis submiitecl must equest
an appointment with the Disclosure
Officar by telephoning (705 805-5034
[Not a toll fres call).

FOR FURTHER INFORMATION CONTACT:
Regulatary Policy and Programs
Division, FinCEN {800) 248-2732 and
select option 1

SUPPLEMENTARY INFORMATION

I Intreduction

The term MSB, as currently defined in
tha BSA regulations, rafars to sach of
the following distinct categories of
financial servies providers: (1) Currency
dealer o exchanger, (2) check casher,
(3) issuer of traveler's chacks, money
ardens, cr stored value, (4) sallar or
redeamer of traveler's checks, money
ardars, or storad valua, (5) meney
transmitter, and (6) the United States
Postal Sarvice !

MSBs play a critical role in providing
financial services to, among othets, a
segment of the population that generally
does not maintain bank accounts. Law
enforcemant, FinCEN, and other fedaral
regulators have repeatedly stressad the
need to prevent transactions that
typically low through these businsses
from going undarground, which would
diminish transparency with respect to
thasa transactions. Becauss MSBs

31 CFR 103010 1 HEL

Tuesday, May 12, 2009, the FinCEN a
bureau of the Department of the
Treasury issued a NPRM proposing to
revise the regulations implementing the
Bank Secrecy Act regarding money
services businesses to clarify which
entities are covered by the definitions.

FinCEN proposes to incorporate, by
including prior interpretive rulings such
as one regarding “debt management
companies” and a separate ruling on
payment processors.

In addition to raising potential areas for
comment, the proposed rule provides a
good overview of the current thinking of
FinCEN on certain activities and whether
they trigger the definition of MSB.

Comments on the proposed rule are due
on or before September 9, 2009.

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP
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Housing Counseling

m Mortgage Foreclosure Consultant Protection Acts
m Federal, State, and Private Plaintiff Enforcement
m Debt Adjusting Law Considerations

m HUD Developments

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.

Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP
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Credit CARD Act of 2009

VENABLE..

AUTHORS
Jefirey 5. Tenenbaum
Jonathan L. Pampan

RELATED PRACTICES

Banking and Financia
Services

RELATED INDUSTRIES
Settlement

ARCHIVES

2000 2005 200
2008 2004 2000
2007 2003 18R
2008 2002

Credit Counseling and Debt

Articles
June 19, 2003

Credit CARD Act of 2009 Favors Credit Counseling Agencies
Approved for Bankruptcy Counseling

On May 22, 2008, President Obama signad into law the Credit Card Accountability Responsiaility and
wla: 11124, The Act
—such as refroactive:
nterest rate . "double cycie” biling and the offering = hanvester’ cards. For credit
counseling agencies and those that advertise and market debt management plan services fo
consumers, the Act is notable in three primary ways

it card siatements.
counseling agencies that are aporoved by a United States bankruptcy trustee pursuart to Section 111
(a) of Tille 11 of the United States Code are eligible to parficipate in the 1-800 number.

importantly for the credit counseling community, the Act leaves a number of specifics regarding the
ies for the tollree number to the upcoming ruismaking. For exampie, unanswered questions

diional criteria will be required to be indluded as an agency accessible through the foll-free
if any?

he intendd relationship between the creditor sponsored tollfres number and the LS.
Trustee Program and Bankruptey Administratars?

» Inwhich other ways wil the folLiree number be p

provi s of felephans callers fo approy
At present no rulemaking has been ann

However, nonprofit status
other requirements. In ad
necessary for approv
or membership is required

orafion) is @ prerequisite, among
n, no particular accreditation a n membership is
a budget o credit counseling agency. the disclosure of such acereditation

The Department
mandatory cred
operate in Alabama

Administrators approve pr
education course providers.

5. Trustee Frogram approves organizsiions which pravide fhe
aw. the LS. Trustee Program does not
officials called Bankrupicy
redit counseling organizations and pre-discharge debtor

The application forms and related materials can be found online at
hitp:i Lusdoj. htm

Second, as part of the increased protections for young consumers, the Act includes an expression of

Six months following enactment, the
Federal Reserve Board, in consultation
with the Secretary of Treasury, must
issue guidelines for the establishment
and maintenance by creditors of a 1-800
telephone number for purposes of
providing information about “credit
counseling” and “debt management
services”.

Creditors must place the toll-free
number on credit card statements. The
Act provides that only those counseling
agencies that are approved by a United
States bankruptcy trustee pursuant to
Section 111(a) of Title 11 of the United
States Code are eligible to participate in
the 1-800 number

Expression of the Sense of Congress for
debt education and counseling at
College Orientation.

Studies on Financial Literacy

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
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Quick Update on State Debt Adjusting
Law and other Developments

Texas (Bill Died, Study
Committee)

Maine (Bill Passed)
Missouri (Bill Vetoed)
California (Bill Pending)
Nevada (UDMSA passed)
Montana (Bill Passed)
Minnesota (Bill Passed)
Connecticut (Bill Passed)
Oregon (Bill Passed)

Utah (Amendments to
UDMSA)

Colorado (UDMSA
enforcement)

lowa (Amendments / New
Law Passed)

Tennessee (UDMSA
Passed)

New York (Bill Pending)
New Jersey (Bill Pending)
And More...

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
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VENABLE... State Debt Adjusting Law Trends

(Note: Approx. Numbers Provided. Based on generic analysis as of July 14, 2009)

December 2005 February July 2008 July 2009
2007
States w/o Debt Adjusting 3 3 2 2
Laws
States with Debt Adjusting 2 2 1 1
Prohibitions w/limited or no
Exceptions
States that Allow For-Profit 28 30 36 39
and Non-Profit Entities to
Engage in Debt Adjusting
Activities
States with 29 31 34 37 (including
Licensing/Registration ;gff(c);ive dates of
Requirements
States that Require 18 16 12 9
Nonprofit Corporate Status
(including (c)(3) status)
States that require 501(c)(3) 9 7 2 1
Status

* For purposes of this chart, the term debt adjusting generally is defined to mean the entering into or making of a contract with a
particular debtor where the debtor agrees to pay a certain amount of money periodically to the organization, and the organization,
for consideration, agree to distribute, or distribute the same among specified creditors pursuant to an agreement or plan. ltis
further defined to mean the business or practice of any organization that holds itself out as acting or offering or attempting to act,
for consideration as an intermediary between the debtor and his or her creditors for the purpose of settling, compounding or in
anyway altering the terms of payment of any debt. All numbers are approximate numbers and based on certain assumptions.

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP
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Investigations, Law Enforcement
Actions and Private Lawsuits

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
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Investigations, Law Enforcement Actions
and Private Lawsuits (and Class Actions)

FTC Act and Related Statutes (e.g., CROA)
State Consumer Protection Laws

State Credit Services Organization Acts

State Debt Adjusting Laws

State Mortgage Foreclosure Consultant Laws
Other State Marketing and Security Breach Laws
(e.g., email)

Contract Actions (Arbitration Provisions)

Private Lawsuits May Include CROA and RICO
claims, among other federal statutes.

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
: Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP
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Private Lawsuits and Class Actions

Where are they coming from from?

m Federal Credit Repair Organization Act
State Credit Services Organization Acts

State Debt Adjusting Laws (e.g., GA, SC,
UDMSA states, and others).

State Mortgage Foreclosure Consultant Laws
Other State Marketing and Security Breach Laws
(e.g., email)

Contract Actions (Arbitration Provisions)

Tort Law (Creditor Lawsuits)

Racketeer Influenced and Corrupt Organizations
Act (RICO) (treble damages)

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
: Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP
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The Future of “Debt Settlement”
and Alternative Repeat Plans

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP




VENABLE... Challenges Facing the Debt
Settlement Industry

m FTC and State Attorneys CONSUMER
General Investigations and : PROTECTION
Enforcement /

m State Debt Adjusting Law

INDUSTRY

AN FTC WORKSHOP

m Private Lawsuits

m Evolving Legal and Regulatory
Landscape

m Creditor and Debt Collector
Participation

m  Economic Pressures

m Public Scrutiny

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP




11 U.S.C. 502(k) — Bankruptcy Law
ALV (June 2005) ) il

(K)
(1) The court, on the motion of the debtor and after a hearing, may reduce a
claim filed under this section based in whole on an unsecured consumer

debt by not more than 20 percent of the claim, if--

(A) the claim was filed by a creditor who unreasonably refused to negotiate a
reasonable alternative repayment schedule proposed on behalf of the debtor
by an approved nonprofit budget and credit counseling agency described in
section 111;

(B) the offer of the debtor under subparagraph (A)--
(i) was made at least 60 days before the date of the filing of the petition;
and

(if) provided for payment of at least 60 percent of the amount of the debt
over a period not to exceed the repayment period of the loan, or a

reasonable extension thereof; and

(C) no part of the debt under the alternative repayment schedule is
nondischargeable.

(2) The debtor shall have the burden of proving, by clear and convincing

evidence, that--
(A) the creditor unreasonably refused to consider the debtor's proposal; and

(B) the proposed alternative repayment schedule was made prior to expiration of
the 60-day period specified in paragraph (1)(B)(i).

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP
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11 U.S.C. 502(k) — Bankruptcy Law
(June 2005)

m The basics -

— The court, at the request of a debtor and after a
hearing may reduce a claim filed by a debtor up to
20%, if —

« Unsecured

- Creditor unreasonably refused to negotiate a
reasonable alternative payment schedule.

» Approved nonprofit credit counseling agency.

« Offer was made 60 days before the filing of the
petition.

* For at least 60% of the debt over a reasonable
period, not to exceed original loan.

« No part is dischargeable.
m Debtor must carry the burden of proof.

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP




VENABLE ... Request to allow new pilot
repayment program concessions.

m Oct. 29, 2008 request made to the Office of the federal
Comptroller of the Currency by the Financial Services
Roundtable and Consumer Federation of America.

— Notable credit card banks have agreed to a temporary pilot program
with credit counseling agencies in which lenders would forgive as
much as 40% of the amount consumers owe, allowing them to pay

back the remainder over time.

— The amount of debt to be forgiven would be determined case by
case, depending on the borrower's financial condition.

m Lenders argue they are not able to offer repayment plans that
reduce the amount of principal owed and borrowers to repay the
balance over a period of several years.

m “From a public policy perspective, the test could lead to the
creation of a sound alternative for consumers to costly for-profit
third-party debt settlement firms, some of which have been
under scrutiny by the Federal Trade Commission and state
Attorneys General for deceptive and unfair practices. *

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
Legal advice can only be provided in response to specific fact situations. © 2009 Venable LLP




VENABLE... OCC Response to Request...

Nov. 12, 2008 — “The Office of the Comptroller of the
Currency responded today to a request that it approve a
new workout program for troubled credit card borrowers.
In its response, the agency noted that while the OCC
strongly encourages national banks to work with
distressed borrowers, the agency cannot approve a
plan that defers the timely recognition of losses,
since that would compromise the transparency and
integrity of a bank’s financial reports and could lead
to a loss of public confidence in the banking system.”
(emphasis added).

Source: http://www.occ.gov/ftp/release/2008-132a.pdf.

This presentation is not intended to provide legal advice or opinion and should not be relied on as such.
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m Pilot Programs Suggested by Creditors / Internal
Studies

m “Call to Action”

m State Regulatory Environment
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Protection Safeguards for New Programs

m Bankruptcy Counseling Considerations
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Key Issues with Less than Full
Balance Payments

m IRS Emphasis on Counseling and Education

m Federal Bankruptcy Law

— EOUST Rules (Interim Final Rule vs. Proposed
Final Rule)

m Federal Banking Law / Creditor Issues
m Consumer Protection Issues

m State Debt Adjusting Laws (Evolving to Encompass
more “Debt Settlement Services”)

m Possible Federal Regulation

m and more.....
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