>> Allison Brown: Thanks, everyone, for coming back Hereour last panel of the day, and then
we're gonna have the open-microphone time. We havenhenof people who have signed up,
and everybody who has signed up for open-microphonewithbave three minutes to speak. So,
as you're thinking about what you might say, give us yest information in three minutes. So,
we do appreciate everybody being here. I'm gonna walk arbandlle and just say the names of
the people who have already been up at the table and byitle brief biography for people that
have not been part of a panel yet today. Starting taghyis Michael Croxson. Next we have
Ron Elwood. Next to him is Susan Grant. Across thkets John Ansbach, and he's actually
substituting for Jenna Keehnen right now. She's ongéeda, but he's gonna be representing
USOBA's views for this panel. Next is Jim Keiser. NexMichael Kerr. Then we have Robert
Linderman. Then we have Tony Manganiello. And he seagea member of the advisory board of
USOBA. He attends meetings with government officiateyiding testimony regarding the needs
consumers face in today's economically challenging tinkess the president and C.E.O. of
Centricity, Inc., a consulting firm specializing in obsng the issues created by bad consumer debt,
and he's also produced the Debt Free and Prosperous Liviegisysext to Tony we have Jane
McNamara, then Jean Noonan, and then Jim SheeirarSh&eran has served as a general counsel
for Tidewater Finance Company, which is located in Vil Beach, Virginia, since 1999. He's
also been a member of the Virginia state bar sincediiig, served in the U.S. Army, and he's a
member of the Law Committee of the American Findrisevices Association, and he's here
today on behalf of AFSA, the American Financial Seiwidssociation. Well, we're gonna jump
right in today to definitions, and -- Oh, I'm sorry.dDt get all the way around the table. Next, we
have two people that have already been on our pandlgnrenis Dr. Bernard Weinstein, and then
the next is Wesley Young. Now we're jump right ing &inst, we're gonna talk about the proposed
definition of debt-relief service. Debt-relief servies we've proposed it, means any service
represented directly or by implication to renegotiatitleser in any way alter the terms of
payment or other items of the debt between a consumdenrse or more unsecured creditors or
debt collectors, including, but not limited to, a reductiothe balance, interest rate, or fees owed
by a consumer to an unsecured creditor or debt colleétad. I'll ask people around the table, is
the proposed definition of debt-relief service appropriatereecessary for protecting consumers?
Over here. Jim.



>> James Keiser: Yes. We feel that it should spdi§i exclude the creditors themselves and
people servicing for the creditors. | think this is dirdd@ people who are operating on behalf of
the consumers, but that's not clear in the definitidicould appear to also include people acting on

behalf of the creditors.

>> Allison Brown: Mike?

>> Michael Kerr: With regard to that point, | thinkydu have an exclusion for people acting as
an agent of the creditor, you better be careful wislo it continues to include credit counseling and

those that are taking fair share and grant contributiéios profit.

>> Allison Brown: Any other comments on this issu&/2sley?

>> Wesley Young: | think the definition is fairly conapé, but | think the concern is that, maybe
jurisdictionally, as broad as the definition can berehare people that are excluded. One,
nonprofits, and, number two, | think it's unclear whethemai attorneys are included in this. |
know that recently there was the challenge by the A.Bn the red-flag rule to exclude lawyers
from the FTC's rules. And | think that the concerthat if you're only regulating part of the
industry, are you really effective at getting rid of & t- accomplishing your goals. | think
Johnson Tyler's comments, and he had, | think, eighucesis that he sited where there were
some probleMs. And | think a large number of those werditdls. So the question is whether or
not maybe even whether the TSR is really the appropudo use in order to regulate the

industry since you can't regulate everybody.

>> Allison Brown: Will you spell out what argument yduirtk people might use to argue that

attorneys are not covered by the language in the prdpak?

>> Wesley Young: | think they would put forth the sanguanents that were used in the red-flag
rule argument, that there are sufficient protectionaiee the lawyers are regulated and they're
separately licensed by state bar associations, thashtmeydn't be regulated by the FTC.



>> Allison Brown: Is there some way to craft aewption for some activities of some attorneys
that would allow some legal activities to take place outibeing a big loophole for all kinds of
people to offer debt-settlement services that are n@redwby the rule?

>> Wesley Young: | know that some state regulationg laadefinition that has an exemption for
lawyers, but it says as long as the debt settlemedeluirrelief service being provided is incidental
to the practice of law, then they're excluded. The proldethat that is a very vague exemption or
exclusion, and so I think -- | don't have the perfeditgoon, but it's something that the FTC should
think about.

>> Allison Brown: Do you know how that particular langeas working in practice? Is that one

that people are circumventing on a regular basis, othaaveen narrowed by enforcement work?

>> Wesley Young: | think it's been inconsistent, perhepigrms of enforcement and then, of
course, depending on the states and the activity, thegttref the bar association and the extent to
which the bar association may oppose that, and obvidingl\har associations are usually quite
influential. That probably plays a big part in it.

>> Allison Brown: I'd like it stay on the lawyersige for a minute. Are people that have their table

pens raised, is that on the attorney issue? John,awilsgeak to that, please?

>> John Ansbach: | would just add a little bit to whatsW¢ said. We do see... | don't know that
in every -- Mike might be able to know better thahut | believe in almost every state where we
are working on enacting or drafting or enacting legislaitiothis matter that there is an exemption
for attorneys, and it is precisely because they aeady separately licensed by state bars. | can't
speak to the red-flags rule, the reasoning behind it, &t dware, and probably you all know
better than | because that's presently before the cesiomj | am aware that that is a significant
issue, and part of the reason they're having implementssues with red flag. So | happen to
think that, on behalf of our members, we do know of Exsythat do this work. They do it very
well. They have their own ethics and their own complsystem. Obviously, attorneys do. We
believe that lawyers should be exempted from this ru@® want to point out, | guess, two little



things. Number one, there's already the biggest canve-there is already a carve-out here. The
nonprofits are carved out of this rule, and when yok ltadebt-resolution as a whole, starting
with the TSR, that is part of the challenge for yduabe able to use the TSR as the vehicle
because you don't have the jurisdiction to regulate tladise They are carved out. Lawyers
likely cannot be and probably ought to be carved out, cdmetibject to the rules, should be
carved out, which leaves now a much smaller swathelkd fvho are providing this work. And
then we get into the issues that we've talked about td8ay.do think there are a lot of challenges

with it, as it's worded right now.

>> Allison Brown: Mike?

>> Michael Croxson: Talk about debt relief.

>> Allison Brown: Okay, let's hold that for a minut&nd, Ron?

>> Ron Elwood: | don't see the definition currenttempts lawyers. It doesn't seem to. And it
strikes me that -- | think we have -- not the debtlesgint law in Minnesota but other laws |
believe we have, and I'll try to provide them to you afies when | get back home, that do include
lawyers in a similar -- if it's not their primaryrfation, and | think there's a little bit more
specificity than Wesley -- the concern that Wesleg walking about about it's too vague. But my
main point on this is that, at the risk of offendingrail fellow lawyers and maybe getting kicked
out of the lawyer club, it strikes me that the erigtiegulatory structure, the bar associations, the
ethics codes -- a lot of ethics stuff is aspiratiomgiay, and if you don't do it, there's not a whole
lot of stick. And, second of all... | mean, if you leited the provisions of this -- if you were
exempted as an attorney and you violated the provisions,wehad be ethical violation that you
committed? Because you're not subject to the prohibit®mwhere would there be a claim to be
made at a bar association, even from a sanctioning p&atPwould argue that, you know, by
exempting lawyers, you have the potential of creating a lmagghole by having some
unscrupulous folks shuffle their businesses to lawyerstarelty avoid compliance with the rule.



>> Allison Brown: What about attorneys representiogstimers in filing bankruptcy? There's a
way to read the proposed definition that might include th&m you think an exemption for those

attorneys would be warranted?

>> Ron Elwood: I do. | think, if we're talking aboubankruptcy representation, that's a whole
different deal and going down a different path. So, y#snk there -- there should be a distinction
made there.

>> Allison Brown: Bob?

>> Robert Linderman: Yeah, thanks. This may beesoinat of a retrograde comment, but part of
what we see in the debt-settlement business is wharigemce of what we call the legal model, the
law-firm model. And to the extent that the red-flagerdecisions preclude the Commission from
asserting jurisdiction over the way that lawyers ofgerahink you'll find a fair amount of energy
devoted by some debt-settlement companies to ally witheles, and that can be done lawfully, as
service providers to counsel. And if that were to occua broad scale -- things such as the
advance-fee prohibition, which, again, this is something \aét déth in great detail this morning,
but it would be a fairly straightforward matter to slgnavoid that prohibition by allying with a
lawyer, instituting whatever fee model the counsel aadi#bt-settlement provider believed was
an appropriate one and then go our merry way without wayrgbout what the FTC says about
advance fees. So, the inability of the Commissiomeunwillingness of the Commission or
however it shakes out to address the issue of how lawyergegulated in the context of debt
settlement is going to, in effect, offer an opportutatyavoid whatever kind of regulation you

ultimately do decide to implement.

>> Allison Brown: And what do you think about something natyccrafted just to address

lawyers filing bankruptcies for consumers?

>> Robert Linderman: | agree with Ron. Lawyermdjlbankruptcies have a completely different
brief, if you will. They're sanctioned by the cours #n act of the court to file a bankruptcy case,
you have to be licensed to practice before the bankragptay. So | think that it's an entirely



different set of circumstance. We do not offer bankruptbyice because that's inherently legal in

nature, and we don't offer legal counsel to our clients

>> Allison Brown: Do you know any entities that actyddlok at a consumer's situation and
advise either debt settlement or bankruptcy, dependinguatisit, or credit counseling and have
all of those range of options?

>> Robert Linderman: Well, if you remember the ghat | offered up earlier today, for every 22
people that come into our company seeking information,nr@le@ne, approximately. The
remaining 22 are steered into an appropriate credit-congdakility. We work with CareOne
quite often. We have relationships with bankruptcy fiemss the country. So I think any
reputable debt-settlement organization will steer peopd® @ppropriate resolution. It doesn't
have to be credit counseling. It doesn't have to besd#tiément. It doesn't have to be
bankruptcy. But somewhere along the continuum, we vakera suitability determination for our

clients and steer them into a solution that's apprepfoatthem.

>> Allison Brown: Jean?

>> Jean Noonan: Clearly, when a law firm or lawigegicting as a debt-settlement company, it
ought to be subject to the rules for debt-settlement coiepa l think it is going to be important,
though, to make a distinction between the lawyer whetmthe definition in a one-off situation.
So, for example, if I'm practicing law and a client commeand said, "l was just served this
summons by ABC Bank, a credit-card issuer. What cano®e énd | call counsel for the bank
and say, "Listen, is it possible that we can settl&?thiYyou know, "Dismiss the suit. We'll send
you a check.” That happens all the time, and | don't thimkof those lawyers, small-town people,
would even have on their radar screen that they mighhbaged in the business of debt-
settlement. Similarly, someone might come intoléigal-services office and say, "My God, I'm
getting beleaguered by debt collectors.” And the legal-semaweyer might try to intervene on
their behalf, even without a summons. So | think tHamit is a de minimis, incidental part of the
business, it ought to be excluded. When it is the principsihbss or even more than de minimis,
it ought to be included. As a practical matter, whenflaws -- and we've seen -- we have a lot of



experience with law firms acting as credit-repairicknlaw firms acting as debt collectors.
There's a long noble history of the FTC dealing withehssues, and the Commission has always
taken the position that when you're acting in that c@pahat's who you are. And that's very
different, I think, from red flags -- when the lawysraicting as a lawyer and was still covered by
red flags. Because they were a creditor, they meettieical definition of a creditor, too. That's
not what we're talking about here. 1think that, everugh there is some potential for imprecision
at the margins between the lawyer who helps a diern intermittent basis who is being sued, on
one hand, or being threatened with suit on anothesusehe lawyer who's running a debt-
settlement business, this is a rule that's enforcedeb@tmmission, and | think the Commission is
gonna be able to figure out whether or not the lawyeiregsimventing the law by using his or her

status as a lawyer.

>> Allison Brown: Wesley?

>> Wesley Young: The reason | raise this -- | mesreally the exclusion of certain large
players in the debt-relief industry from the rule.eTfroblem it causes is that it causes an anti-
competitive market. You've got some people that are weayily regulated and very heavily
restricted and others that are not. And | think Mike Gooxhad mentioned this earlier, with
regards to the nonprofit credit counselors. | think odrainifirst position would be that the best
thing to do would be for the FTC to get authority from @@ss to regulate all of these parties.
That being said, | think that my position, personally abelieve TASC's position would also be,
is that taking out the advance-fee ban, the disclosun@snandatory disclosures don't skew the
market so much that it would be too anti-competitive thafeel like we couldn't compete.
Throwing in the advance-fee ban into the mix realbuld skew the market so much that | think
people would suffer from anti-competitive effect and th@ve to try to avoid that effect by going

to a lawyer model.

>> Allison Brown: Tony?

>> Tony Manganiello: This regarding the issue of the &wygodel and the lawyer questions, in
past conferences at USOBA, | have had the opportuntglikavith up a couple different attorney



generals representing different states, and that terheintal to the practice of law was a question
| asked -- "What does that mean?” And one of the reptasves from the Attorney General's
office from one state response, somewhat paraphrassd,'Mvyou're a lawyer, we don't care.”

And the other representative from another state sddsieally, he started to get very specific with
what that meant in their state. So my concern wbaldas Wesley brought up earlier, is that the
state's inconsistencies could pose a fairly diffipalth to navigate, from a federal perspective
because of those inconsistencies and what they defirdental to the practice of law. So my
guestion would be, what would be proposed mechanism that weuyddt in place to develop some
consistency since the states have, as | understdhd right to determine what they want their own
state law to be?

>> Allison Brown: Or is there language that's morecge than incidental, too. Do you have any
suggestions on that front?

>> Tony Manganiello: | would say, | think -- was it Jedmo made the comment? -- that if you're
representing yourself as that, then you are. At theegane, when you have, for instance, a
probate attorney who is going through the process dihgett debt because of -- settling an estate,
they're representing themselves out to be a settlelyyamiattorney, but that's not what they are
actually in practice. So "incidental" would have to bmething that would be defined, and | don't
know if | could actually define it. Maybe a percentage wéneie generated from that activity. |
don't know how the FTCPA eventually wound up applying to atye;reess well, but it would have

to be something that would need to be addressed from a biggey, §tthat was gonna be
included.

>> Allison Brown: Susan?

>> Susan Grant: | agree that lawyers should be rhpted if they are in the business of debt
relief, and | think that the FTC can do fact-finding imtalar instances to determine that -- to
look at things like advertising, for instance, to see if He@ms to be a large part of what a law firm
does. | would also note that if you go to ripoffreportsiar any number of other complaint
websites to look for complaints on this subject, aidhe complaints that you'll find will be about



law firms -- in many cases, the same law firms @ret over again. Clearly these are firms that are

in the business, and they should be covered.

>> Allison Brown: John?

>> John Ansbach: Yeah. I'm not from the American&ssociation, so | suspect that they might
be better suited to comment on whether attorneys sheudckempted, but | want to be sure that
we're all considering one factor. And Bob pointed it debr the majority of debt-settlement
companies that have been talking today and those of usephesent them, we don't provide legal
services. What is the plan when you create a rule adaance-fee ban, if that's the case -- that
you're then going to apply to a law firm that doesntt glasdebt-negotiation and debt-settlement
but prepares answers, but prepares responses to peptiepares answers to requests for
disclosure, interrogatories, requests for productionbelplan now that we're not gonna let them
charge for those legal services or those productsaudgbt is settled? You, including lawyers --
and | agree. | don't think that the current rule, attewr; excludes lawyers. | think if you don't

exclude them, you are opening up a significant other fr@atiskgonna require a lot of discussion.

>> Allison Brown: Mike?

>> Michael Croxson: | wanted to talk about the dedlief definition in general again. And it's
been touched on a little bit here, but | had some additinformation that | wanted to share,
because there was a question about, well, how big caimdhistry be and the people that
participate in it? People have heard me for years'Sagre ought to be a level playing field.”
We've done a very, very -- You've done a very, very goothgob at defining broadly what
constitutes debt relief, and that's the way it shoald @onsumers coming into a provider don't
know where they belong, typically, in the continuunseivices that they need. But just to give
you some context -- in the context of advertising -sTata is from TNS Media Intelligence. It's a
market-research firm that looks at where advertiseimasitbeen placed, specifically in the category
of debt relief for all of 2008. This does not include pubécvge announcements. It does not
include radio spots. This is direct media in Internet 8. There was $174,873,000 spent in the
debt-relief category of advertising. Of that $175 mil]i8a06 million was spent by nonprofit



credit-counseling agencies in advertising to the public. #iil®én. So my point is, messages are
getting out to consumers. This is an industry that sieete regulated in a uniform way. And
there's a huge loophole. 80% of the providers, 60% of teartteat's being spent, are not gonna
be covered by this definition. And that's not to imbigt they don't do a good job. My experience
with nonprofit credit counselors is that they do aygwod job. What | can also tell you is, from
having attended the national meetings of A.C.A. and fHB@é@®and AADMO over the past year is
that each and every one of them is talking to their begmabout expanding into doing less than
full balance. Because a debt-management plan is phgment of the full balance, plus some
interest, with some concessions from the creditehgreas less than full balance is code for
"settlement.” But the bottom line is, the nonproéite expanding into doing exactly what this
definition is. And it's not about whether you pay tagegou don't pay taxes. The consumer
protection is, if you're serving the consumer in thisrdégdin, then you should be covered. And I
acknowledge that, from the great work that many of thgrofits did with H.U.D. counseling or
bankruptcy counseling or other things, that they have to ansttndard around those specific kinds
of activities to be paid. They do that, and they are foadtb those. This is different. This is a
different set of standards. It's a different sehafgs that you're doing for a consumer, and you
should have to meet those standards, as well. And tnalbg quite frankly, surprised that the
large trade organizations in the nonprofit, representingdherofits, haven't stepped up. They've
been very quick to say, "Everybody else ought to livenege rules.” In fact, let me throw in a few
more. But they haven't just voluntarily stepped up tanhe and said, "We'd be more than happy
for our membership to have to meet these standardsjfelier=TC can't enforce it that way.” But
not a single one has been willing to do that.

>> Allison Brown: Okay, | think we're -- Right. | tik we understand what you're saying. And,
Jane, do you want to respond? Will you hand her a mike?

>> Jane McNamara: Thank you. Yes, Allison, | wollde provide financial literacy to
consumers through counseling and education. That is ouanyrimssion. And debt-management
programs are just a portion of what we do. We provide mamayagement education, we provide
financial counseling, housing counseling, bankruptcy counselinga@unchtion, counseling to
consumers through employee-assistance programs, crealitdmeimbers, community banks. We



are already regulated by the 501(c)(3) provisions, the Soatysis Tool of the IRS, 501(q),
EOUST, the Department of Housing and Urban Developnséatie regulatory bodies with laws
that mirror those activities of debt-settlement compsnprofessional and ethical standards by
trade associations, as well as accrediting bodiesard/already highly regulated. And while the
EOUST's jurisdiction is over the bankruptcy counseling Wedo, they also audit our debt-
management activities, as do states throughout the Ustitgels. There are 49 states that have laws
that regulate what we do. 37 of them have fee c§pswe are already regulated for the debt-
management services that we provide, and, thereforsemihg under the jurisdiction of the FTC,
you don't have authority to regulate our activities. | vstd@d there are suggestions that you do
so. But we are already highly regulated. Anecdotaltyan tell you, for my organization, it used to
be that regulatory compliance was a part-time jobow have three people that do nothing but
regulatory compliance because of all these differedtds that regulate us. We have states that
send out auditors. Many of them are from banking depattnthat come in to review our debt-
management activities. So we are highly regulated right n

>> Allison Brown: Mike Kerr. Did you still want to e

>> Michael Kerr: Well, | was just on the point bktlevel playing field argument that Mike
brought up. One of the policy conclusions of the Uniforeh i8 that there's a spectrum of services.
There's credit information and budgeting education, thBidBs, there's settlements, there's
emerging, sort of, combination of DMPs and settlemeAtsl our conclusion was that all these
players, regardless of their nonprofit status, needée tregulated by a single regulator at the state
level. Because state regulators are much closer t@cthaties that are being questioned.
Jurisdictionally, states have a greater capacity ariétyt to do things like require surety bonds,
to put in insurance requirements, to require registratidicensing, to conduct audits as part of
applications. | guess my point is that if the feder@rtay provides a floor about marketing and
deceptive claims, that by itself doesn't go far enough.algss; as other people have said, you're
not covering nonprofits. In my written testimony, ged to extend, if necessary -- and it's not
clear to me why you can't do this -- but to cover Intecoenmunications and to also make sure
that the coverage extends to lead generators. Butgsaftide that, even if you covered the entire
world, what the FTC is proposing doesn't go far enougtodsn't address the fact that these folks



that are taking funds either to escrow or into trust futitsy need to be subject to fiduciary
standards. When someone's providing these kinds of serfiegsieed to disclose the business
history of their officers, they need to have errord amission insurance. There's a whole panoply
of regulatory tools that states can do that the FTC,rutglauthority, as | understand it, just can't
and probably shouldn't.

>> Allison Brown: Let me pick up on one of the issyes raised, which was lead generators.
And I'm wondering if you or anybody else around the tabdeviare of any lead generators that sell
services over the telephone -- through telephone cHbéis anybody seen that at all?

>> Michael Kerr: Mostly I've heard Internet -- I'veesenternet advertising. This is personally.
We haven't done a study of this, and | think the induswylshprobably respond to this, but it
seems to be focused on Internet advertising and broaddastand television 800 numbers to call
centers, where referrals happen. But it's not rag aff expertise.

>> Allison Brown: Robert.

>> Robert Linderman: Yeah. | have some experientelead-generation activities. | can tell
you that the vast majority of lead-generation actiigtgone over the Internet. Lead-gen activity
that's done through radio and television is mostly aggegatid bulk sale, so it's really not as
signi-- Well, 1 wouldn't characterize it as a signifit@alement of the lead-generation business.

>> Allison Brown: What do you mean by aggregation?

>> Robert Linderman: Well, it's the harvesting afmes without getting any kind of supporting
data. So, "Call in here, leave a voicemail," that kahthing. It's not -- | don't think that the use of
-- Let me rephrase that. | think the use of the Ietefor lead-generation activity is far more

prevalent than the use of any other medium.

>> Allison Brown: Are there any categories of delliefehat the Commission didn't mention in its
notice of proposed rule-making? Are -- Oh, Jim?



>> James Keiser: Yeah. The proposed rules stridtlyess unsecured loans. And we're thinking
that, number one, there are secured loans that coalddressed -- both real-estate secured and
secured by personal property. | know that that's notyrgkadl focus of most of the debt-relief

services now, but | wouldn't want to exclude it in dagecomes more of a focus in the future.

>> Allison Brown: And the commission is looking atlreatate secured loans in the context of a
different rule-making. We issued an ANPR, | believehmbeginning of June or the very end of
May of this year, and that is an ongoing proceeding. Singaside loans secured by real estate
for a minute, what are people seeing, in terms of anyskttiement on secured debts of other
personal loans? Auto debts or other types of secured tetdebt-settlement going on today? If

anybody can speak to that. Jim?

>> James Keiser: Like | said, we're not seeingglitrnow, and, of course, the fact that the loans
are secured and there are repossession options avilaipdslitors makes it difficult to do debt-
relief services, but we think it would be an oversighirtat it to strictly unsecured.

>> Allison Brown: What are other people seeing? Ron?

>> Ron Elwood: Well, | can't say what I'm seeing, buist ywas gonna point out the definition in
the Minnesota statute, which refers to a debt incurredagpily for personal, family, or household
purposes, which is sort of that kind of common thing, wisch | think that would cover --

>> Male Speaker: Mortgages.

>> Ron Elwood: Well, but the FTC rule would excludeat, lsmean, right.

>> Allison Brown: That's what we're contemplating.

>> Ron Elwood: You're explicitly excluding that, sorthebviously, that would trump the -- | just
say that, | bring that to your attention, becausertiet be a way of dealing with the issue without



kind of getting into the secured/unsecured -- you know, wiaild be and what -- Because | think
that's the idea is this is a personal debt. Thisascximmercial kind of thing. | think the cut rather
than secured or unsecured, is probably more appropriatelybetdeen personal debt and

commercial debt. That's all. My point.

>> Allison Brown: Any follow-up on that in terms ofhy you think that should be the cut and the
focus on unsecured isn't the best way to go?

>> Ron Elwood: Well, | think the point is, you knowSo, for example, you could go to a pawn
shop and pawn your ring or something, and, you know, it'suaes# debt, but why would -- why
wouldn't that be covered, whereas -- | know we'rengli@bout probably -- The common thing you
think about is your car or your house. But there could Personal property could potentially be
covered within this, that probably ought to be sweptAnd so that's why it's hard -- That
definition seems, to me, to be less important thahat are we really getting at here? We're
getting at consumer debt -- personal, individual, ratien your business. And | think that's why
we chose that definition, as oppo-- Because we weoltigfirthe same thought process, and that's
kind of where we landed, and | just offer that as opeernce.

>> Allison Brown: Mike?

>> Michael Kerr: | would like to relate to you that, dgritihe three years we're developing the
Uniform Act, this conversation happened over and over gadagain about how to define it and
what to cover and what not to cover. And | will jusg Haat | think you've got it right with limiting

it to unsecured debt, because if you try to expand it oilgeve the definition open, there's a very
real possibility that you're going to run into, for exampland | put on a different act hat right now
-- the Uniform Commercial Code, article 9, secured @atisns. When someone buys a couch on
credit -- | mean, all of that repossession intereiiey're sold as collateralized debt tranches. |

think it gets very complicated if you go into secured Iegdi

>> Allison Brown: Anyone else have comments alorggéhlines? What about debt-relief
products? There's been a little bit of discussionencttimments about debt-relief products and



whether they should be covered. Does anybody hereama@pinion on whether debt-relief
products should be covered, and can you also talk about witatetief products you've seen on
the market?

>> Tony Manganiello: What is the definition of a deblief product?

>> Allison Brown: Well, one of the questions is, wikhould the definition be? [ Laughter ] But
one way -- to make it a little more concrete that,tfor example, a CD or a book that would go
along these same lines. Tony? [ Laughter ]

>> Tony Manganiello: Well, you mean if you write a bobé&ttteaches people how to get out of
debt, you have to give it away and wait for them to pay yntil they've eliminated their debt? [
Laughter ]

>> Allison Brown: Well... The question is --

>> Tony Manganiello: Is that not covered under the FreenfoBpeech Act?

>> Allison Brown: And are there products out therd tima little bit further and don't just put a
book out there but say, you know, "Here's a how-to guidEhis is what we're gonna sell you so
you can do this yourself.” Is there any justificationrnclude those type of products? Or maybe
there's not.

>> Tony Manganiello: | would have to say that they stidodd absolutely excluded because it's
completely on the merit of the person who purchasedbtiok to follow through with the plan, as
opposed to a service, where you are actually being paigpfmg the process, as opposed to
providing education -- education which is completely todtwesumer's opinion as to whether or
not they want to follow through with it. |1 mean, theygonna have to purchase the book and then
actually follow through with it, as opposed to -- Andytimeay not. They may choose, "Well, |
don't want to do it," or they may do it for a while @hdn not do it. There's no support that goes
into what is taught in the book, and there's classevat the country that are being provided that,



again, if we're talking "you cannot charge an up-front féee"publishing industry is gonna have a
lot to say about that.

>> Allison Brown: What about a product -- a softwdoavnload or a CD that guarantees results --
"If you buy my product, you will be guaranteed to be ded'f? |Is there any difference there?

>> Tony Manganiello: Yeah, again, when it comes to sbimg that is helping people to just
figure out how to work numbers so that they can acatehe payment of their debt without
incurring any type of intervention in part of the credtimtell someone, such as -- that would be
like going into a biweekly mortgage, you know, or CDs Haat, "If you pay your debt this way,

the math speaks for itself.” And again, that's a downloadeduct that, if somebody were to
follow that plan, could take one, two, three, sevemsye&o you would essentially take those
products off the market. You would essentially eliminbhtedgducational piece that people so
sorely need because of the financial-literacy problantisis country. No one's gonna give away a
book and wait for years to get paid for it. It's gotéssbmething that, in my opinion, | strongly
would recommend has to be excluded because there is noesaeing provided with it now. If
there is a service tied into it saying, "Buy my boatd 8ll show you how to intervene with your
creditors and otherwise alter the original agreementt’sthaifferent story. But for the most part,
educational products aren't altering the agreement whemasto -- for the products I've seen.
They're just saying, "If you budget yourself differentlguycan accelerate the payment of these
debts without altering the agreement. It's like if yelusomebody how to prepay a mortgage or
prepay any debt, a lot of books out there do specifitadly, But they don't intervene on behalf of
the creditor and the consumer with regard to the tefrtizat loan. | think what we're talking about
here from debt relief is fundamentally altering ther® of the original agreement with the creditor,
whether it be with credit counseling -- they're goinghegotiating different interest rates. With a
debt settlement, they're going in, negotiating the balanc

>> Allison Brown: Right, okay. So we see what yewaying there. So I'm wondering if | can
move on to Robert. Do you have additional commenthainfront?



>> Robert Linderman: Yeah, | think you raise a vetgnesting point, Allison. When we were
looking at the whole proposal, the issue -- and | elibe Commission solicited input on this, is
whether or not the extension of a guarantee shouldedereak point for the imposition of an
advance-fee ban. And I think, with all due respect to Wibaty says, and | actually agree with
most of it, anytime that you have a situation whereoaiger -- and whether that provider is an
author or a debt-settlement services provider or crediiselor or any other form of relief that's
available to a consumer -- when that's accompanied byrardaa, when that's accompanied by a
warranty, to the extent that, "You follow my progrdrmguarantee you | will settle your debt for 50
cents on the dollar,” | think then it's an appropriagrese to impose an advance-fee ban to allow
collection of compensation at the back end, becaubatapoint in time, you're offering up a
guarantee of results. And by the way, just as a cotlatpl sharply disagree with some of the
comments made on the earlier panel that utilizing hespmrformance guidelines for settling debt
at a particular point in time -- excuse me, a particsédtlement rate -- should not be allowed to be

used in advertising. |think if | can prove to you --

>> Allison Brown: Okay, and we have limited time fofid&éions here, so we're gonna move on.

Susan, you want to respond to some things on definitions?

>> Susan Grant: We suggested that products be included bacawgere concerned that if they
weren't, services might be tempted to reposition thé&r®fs products rather than calling them
services. But I think if you look at the definition as laole, the rest of the definition which talks
about offering to alter or reduce your debts, that it woudduebe things like books that are just
sold without anything else in connection with them anyway,don't have the same concern that

others do.

>> Allison Brown: Do others have concerns that progisold could be used to circumvent
prohibitions if products aren't specifically included? Tony?

>> Tony Manganiello: | just think, from a definition stfpoint, it would need to be considered
that, if the product makes a proposal to a plan thatsaliendamentally, the original agreement
with the creditor, that might need further considerati@ut if it does not do that, if it's just saying,



"By being wiser with your money and just paying your b#éistér, and this is how to do that,"
without altering the contractual agreement betweerdhsumer and the creditor, that should be
exempted.

>> Allison Brown: Mike?

>> Michael Kerr: | think maybe what the problem is, wiygu have service providers that are
trying to bundle books and CD-ROM programs, download seracdso forth, that was one of the
prohibited acts that We included in the Uniform Act for goeason. At this 50,000-foot level of
regulation, I'm just not sure that you need it at the EEMEl with regard to products where there
isn't a person or entity or service in between theattebtd the creditor, because you're gonna run
into those first-amendment issues. But | just wagtaedto know that the Uniform Act and other

state laws are including that sort of bundling prohibitiwhich really is a problem.

>> Allison Brown: Does anybody else have commentbundling specifically? We just have one

or two minutes left here. Anybody has comments ahspecific issue. Bernard.

>> Dr. Bernard Weinstein: This isn't about bundling, butgrobably one of the few non-lawyers
on this panel and the previous panel. But one of the ragutremes that | heard this afternoon
was that we need more and better data and informatébnatrjust anecdotes, and that's true of
substantiation, disclosure, qualification standards, advieecbans, or just the general
performance of the industry. So | wanted to make tbigit fpecause | spent two years with the
Bureau of Economics here at the Federal Trade Commissidnour policy recommendations to
the commission were always based on sound and thorosggrel, so the point | want to make is
that | hope, in this rule-making process, you'll recogmaenber one, that there has been a limited
amount of academic research done in a lot of theses,aaad there's more to come, and you should
take advantage of what's out there.

>> Allison Brown: And it looks like Jim wants to ma&ae final comment.



>> Jim Sheeran: Allison, | think the way that thencoission could address this is to define
service. And if you define service in a way that excluaexkb such as was mentioned earlier that
are sold in a bookstore rather than things that adeveith the intention of effecting debt-relief
service, then you can get around this issue of what isdupr and what is a service and where the

distinction is between them.

>> Allison Brown: Okay, well, thank you, everybody, f@mur comments, for your participation
today. We're gonna move into the open-mike sessiog/vidigonna be a real important chance
for people that have been sitting in the audience to geavieir input to the Commission. We do
have about 16 people signed up, so we're gonna limit peofilese minutes apiece. And Kara
Redding here, who's standing up with the microphoneSs -please, when we call your name,
walk up to Kara, and we'll let you know when it's beerdhminutes, and you'll be finishing up
then. So, we'll give people a minute to shuffle, and tie'ti -- Nick Cowling, if you could come
up, and then, next on board, if you could be ready, isém@mith. And we're gonna go in the
order of which you signed up, so we'll kind of call two oethpeople at a time to be ready. Is

Nick Cowling here? Okay, then we're gonna... Okay, Sm-we should have somebody.

>> Female Speaker: Oh. No.

>> Male Speaker: All right, thank you very much for tinee. | just wanted to bring -- We were
talking a lot about datas, hard numbers. As we'raigsieg options for the consumers, | want to
make sure that we're actually hearing their voicesl j&i want to get one testimonial that we
submitted. And this is included in the CSA's official tstny. "In January 2003, | had major
surgery to remove a massive tumor from my stomach, whrcted out to be cancer. As soon as |
was able, | contacted my creditors to let them knewaulld be having chemo, and because | had
some type of disability with them, my bills would beveced. However, when | contacted them, |
was told | had no such coverage and would be expecteatiow® my payments. In May of 2004,
| again had surgery, due to complications, and decided tile renf claim. They accepted my
disability but claimed that instead of paying off the astpthey would put me on hold. Although
the contract said it should have been paid out, theynéeclo do so. In 2006, the calls for money
started. | did try to pay, but with only $5,500 a month gaHlility, | just couldn't. They were



never satisfied with what | could send. By August of tBé&,interest had compounded so much
that the balance was over $10,000. Credit Solutions viee@settle with them for just over
$3,000. Today, | no longer depend on credit cards. Would Igetexnother credit card? When
Hell freezes over. Would | recommend Credit Solutimngamily and friends? In a heartbeat.”
Thank you.

>> Allison Brown: Thank you. Andrew Smith next, ahém John Walsh will be after that. And if

I'm calling your name as second, feel free to come upametait in the front row.

>> Andrew Smith: Thank you. I'm Andrew Smith. I'm froime law firm of Morrison & Foerster.
I'm representing a client here today, but I'm speakingiqustyself with these comments. What
we're talking about here, the most fundamental patteoproposal, a ban on collecting payment as
services are rendered or prohibition on collecting payiefure a signed settlement order is -- a
signed settlement is delivered and agreed to is a reallyadrasiedy, and it's a remedy that the
Commission has only undertaken in three other instandes context of the telemarketing sales
role. It's a remedy that's really more appropriateCiongress to be undertaking than an
administrative agency like the Commission. But onghefthings that Travis Plunkett said today
struck me. And he said that a good analogy is CROACtbdit Repair Organizations Act, which
also includes the same type of strict liability paymegutation. And | disagree with Travis to the
extent that | don't think that debt settlement is tkedit repair. | don't think that debt settlement is
fraudulent. |think that debt settlement provides a valusdateice to consumers. But | do agree
with Travis Plunkett to the extent that strict lialyil[gayment regulation isn't gonna end well. It
didn't end well with CROA, and it may not end well hezither. With respect to CROA, as Travis
said, there's still plenty of bad credit repair outéh@tenty of fraudulent repair. It's done. And the
credit repair is as bad as it ever was. With respetttet FTC, providing the FTC with tools that it
needs to bring law-enforcement action, CROA's donkimg. There's never been a credit-repair
case that was ever brought by the Commission withodeaege of fraud. And | would submit to
you that there never would be because it wouldn't besiptiblic interest to sue a company that's
otherwise legitimate simply because it's violatingtdehnical provisions that deal with how it
needs to be paid under the Credit Repair OrganizationsFaally, | would argue that what

CROA shows is that it makes it very difficult fogiamate companies to engage in the business of



providing valuable services to consumers, but it does ale$phuthing to weed out the bad actors
from the industry. And we know from the Credit Refaiganizations Act lesson that legitimate
companies, like Suze Orman or myFICO or Experian Transriamd Equifax, who provide credit
monitoring and these types of credit-scoring servicestsumers are all being labeled credit
repair, and it makes it impossible, or at least versy déficult, for them to operate. And we cited
in our comment letter numerous cases where these cmsgdave been sued. But the message is
that this type of substantive, strict liability paymeggulation frequently doesn't end well, and it's
the kind of remedy that's drastic and only needs to bertake® in the most drastic of

circumstances.

>> Allison Brown: Okay, thank you. Okay, we have Johaldl, and then we have Tony

Manganiello.

>> Male Speaker: Thank you. My name is John Walshthéhgeneral counsel for Debt Regret, a
company in the Dallas, Texas, area. First, I'd likinémk the FTC for putting on a great program.

| think the dialogue here was very good. Listening tgptneel, the thing that came across to me
was it seems like most of the people agreed, in at pesstipal, on about 90% of the stuff. The
one issue that came up was the advancement-of-fee iggwd | think the reason that's a real
sticking point is '‘cause there's a real concern tlwatuld potentially destroy the industry. | spent
time talking to a number of debt-settlement companiesgaad some collection companies who
are familiar with this, and they all seem to agree tiiatis really going to destroy a number of the
companies. And so what | would just ask the FTC is tosgly consider implementing the 90%
that people can agree on and hold off on the advancemdée¢-&fsue and see if the other
regulations take care of some of the issues that heare faised today. And the second point I'd
like to make is, again, if the FTC does implement theaacement-of-fee rule -- the prohibition
against advancement of fees -- and it does destroy &cagmiportion of this industry, what's
gonna happen with all these consumers who are bgsgmaiha freak out when they find out a
debt-settlement company is going out of business? So, aghink these are drastic issues to take,
and | think there's a lot of agreement on principal khiaihk can take care of these issues and just

table the advancement-of-fee issue at this point. Thank y



>> Allison Brown: Okay, my next person up is Tony, arehthfter that is Michael Mallow, and
then the person after Michael Mallow, we're having troukéeling the name, so if you remember
when you signed up, please also come forward. Tony?

>> Tony Manganiello: Okay. Actually, | have three psiidl like to make. One, earlier, during
the panels today, there was a comment made. | balteweone on the Social Security had
$30,000 of credit-card debt. My question is, how in the dvdadl creditors extend that much credit
to someone on Social Security? We are trying to cleanmpss that's not created by us but
created by an overreaching lending environment that we'ratojgem. And then to go a step
further on that, the second point is, when it cometetu relief, many people at the tables today
were talking about debt relief being when the debt ifeset That is obviously a very significant,
salient element of the debt-settlement process.inBul experience and, | believe, the experience
most people have had in the industry, the greatest redigiravide immediately is when we can
help someone alter their budget so they can actually begiay their bills and have some relief
from a budgetary standpoint every month, which goes témai/point, which the gentleman
before me was talking about, what would happen if thes wadre to severely impact the number of
good players in the industry being in operation. Betvia8€/d and 2006, my firm did analysis on
around 20,000 consumers, and what we discovered was, thatsef people who were looking for
help with their debt, only 7.92% could afford to pay theirsbilDf the remaining 90-plus percent,
almost equally in thirds -- 30% along down the road -- 30%adffand the debt-management plan,
30% could not afford the debt-management plan but could aticadoid bankruptcy through a
settlement service, and then 30% could not afford anyeddiove. It's been our experience that,
given that type of approach to determining suitability, Wwhi@s the term used very often today,
that type of process or analysis on the front endravhd think you asked the question earlier -- is
there any company out there that was doing -- you knderyireg people out. A couple people
mentioned it. There is a way to analyze an individoasumer before we even discuss what type
of relief they should be enrolled in. And if we arergpio make some rules here that are gonna
have severe impact, we need to make sure that we undketistangiven those percentages, as well
as the percentage of households in America experieddingulty, there's roughly a million
households that are in need of a service that provides frm of debt relief but cannot afford a
debt-management plan. So | just want to make sureath#te Commission goes forward, that the



bigger perspective is given to, as far as consumer pratectOne way to protect the consumer is
to continue to provide them options that can help thetm thé debt-relief needs they have. Thank

you.

>> Allison Brown: Okay, Michael Mallow.

>> Michael Mallow: | basically have two commentedahey are somewhat interrelated. The first
is, while | think the discussion that's going on today @ investigation that the FTC is doing, in
terms of the industry, is a very, very good one, abelieve that guidance Is absolutely necessary, |
am very concerned that the process that is being cofatedpin terms of modifying an existing
rule as a work-around, the lack of authority that the€ lhas to implement a new rule that governs
the debt-settlement industry is a real problem. Andstsa pall over the entire process that is
being discussed. And there's a certain irony in the Flit@dowork-around a law to try to achieve
a result that is otherwise unauthorized to achieve. Ardngpsays it better than Chairman
Leibowitz's letter to Energy Committee, saying, bdbicéGive us the authority to do what you
guys are gonna try to do in the context of amendin@ 8f.” There's a lot of problems with it.
One, you're gonna find a conversion, and we talked aballittie bit, from the use of telephone to
Internet to work around the TSR. Two, can you havddaadimitations that you want to have
within a context of the TSR? Does it make sense ¢k debt-settlement regulation under
telemarketing, as opposed to a stand-alone? So, | thin&ltlbdthe work that's bee done is very
useful and can go a long way to creating a new guidanaevaot that the FTC can put out, which
would give a lot of flexibility for the FTC to say, "o, this is what we're going to interpret as a
violation of section 5, and here are certain concdraiswe have in light of the two, the charging of
fees, and it a fee-generating business, or is it aregié benefit business?” You have that
flexibility if you issue guides. You do not have that flakiy if you do it in the context of a rule,
and that has been spoken a number of times today -sepakien. This is the contemplation of a
new rule. No matter where you house it, that's wigatisg on right here, and there's no authority
for that. And it's gonna distract from what is othaevsome good work being done by the FTC in
investigating this issue. So, what | implore the Commsgaado is, go about what you're doing in
an authorized, in a proper way, which means go by wayidégoe or get authority from Congress



to implement the new rule or change the process in vibiget a new rule, which is what the
Chairman Leibowitz is trying to do.

>> Allison Brown: Okay, we are running through the istd the next name was a little hard to
read, but it might be Bob Manning. Did you sign up, Bob? Ogagd. You're next. And let me
just let Philip Corwin know that he's after this.

>> Bob Manning: Yeah, I think it's really crucial that leek at the industry as a whole. There's
been, for example, a lack of discussion between siendiion between charge-off and collections
and its implications to consumers. And really, thaaal issue is, how do we have consumers that
are most and best informed. And crucial, of coursarésthey in the right program first, and how
is that determined? What's the retention rate tleatam expect in each individual program so it
becomes standardized. And I've heard a lot of misinfeemat~or example, as if fair share wasn't
a-- Am|l gone? Okay. So, if we're gonna come up wilogram where consumers are informed,
and they're saying, "Here's what it costs to go credit &ings Here's what it costs for a partial
payment plan. Here's what it costs to bankruptcy. We'veogandardize the terms so the costs
are very clear. And, of course, | can't overemphabizdact that there's just tremendous amount
of imprecision in an industry that's gonna become eweenmportant, and | would caution you to
be prepared for a huge increase in the demand for corswherare gonna be incapable of
making a full DMP in the next two to three years. Sehare the groups of people who will get
jobs. The people who don't get jobs are going through bankrigatay, and the real question is,
how are they gonna be served best? And you're the ons\gbaona give the guidance, because,
when | do my studies, | get kind of the backlash about whgrgment isn't giving us a better
understanding of the appropriate course of action to folldwd without an empirical basis that
becomes standardized across all sectors, it's hardlézstand the conflicts of interest within the
sector. But most importantly, | think, we need to ustierd that if you start off at the credit-
counseling level, that sector has an obligation to d#ateclient to the best of their ability, and
when they fall out, there needs to be an understandaidgite consumer understands what's the
most appropriate option available to them. And if tlalyout of that program and fees have been
paid, then there should be an obligation that they'vassled to the most appropriate program had



that follows. That's what | see it's lacking, anlimk guidance like this would at least help

consumers make more informed decisions.

>> Allison Brown: Thank you. The next person is ph@iorwin, and then Jane McNamara.

>> Philip Corwin: Is there any way | can sit? Becaihsge's no way | can hold this and flip
through my --

>> Allison Brown: Sure. Go ahead.

>> Philip Corwin: Thank you. Thank you. Good afterno8m Philip Corwin. I'm a partner at
Butera & Andrews here in Washington. I'm appearing on behéhe Association of Independent
Consumer Credit Counseling Agencies. Our member agengiemtly see several million
consumers with financial problems each year and arentlyrfendling about half a million debt-
management plans on their behalf. Our bylaws reqliof them to be IRS 501(c)(3) tax exempt
entities, and many are also participating in the requiaeétioiptcy counseling program of the 2005
Bankruptcy Act and therefore subject to Department of Juapproval and oversight. Our
member agencies regularly see the victims of unscrupdieltssettlement companies, so we
applaud this FTC initiative. We are concerned that becthesonly thing that keeps our members
out of the very sweeping definition of debt-relief seed in the bill is the general exemption for
nonprofit agencies in the FTC act and the fact thaig@ess right now is in the midst of
considering establishment of the Consumer FinanciaeBtion Agency to which some or all of the
FTC's authority over consumer financial products would &esferred, and that bill not only has
no exemption for nonprofits, it explicitly encompaseesdit counseling that we would like to see
an explicit exemption in this proposed rule for tax egsm And as for the suggestion we heard
today that we should be volunteering for FTC regulat@@soon as we see for-profit entities
volunteering to be audited and regulated by the IRS andepartment of Justice, we'll give that
some consideration. We do support the proposed TSR ametsdragarding material disclosures
and the banning of material misrepresent, and we suppdrathen advance fees. If an explicit
exemption is not provided for nonprofit entities in tbke, we would like to recognize that for
existing debt-management plans and perhaps for less thhal&nce plans, which -- and there's



nothing wrong with debt settlement. What's wrong istag some companies do it and market it,
that it recognized that modest setup fees for the admaitie costs of getting those plans off the
ground should be permitted. Beyond that... What elsewlaht to say here? Oh. Yeah, in terms
of the existing regulatory burden on nonprofits subje¢tR® approval and audit, as well as
Department of Justice, if they're in bankruptcy coungelive would note that we've seen a
dramatic reduction in the number of nonprofit credit-galing agencies in the United States

recently. A few years ago, there were more than --

>> Allison Brown: Three minutes are up, so if you gsst finish this one thought...

>> Philip Corwin: Okay. And now we're down to just 0860. And that is why we'd like not to
see any further unnecessary and duplicative regulatory huadérthank you for the opportunity to

appear here today.

>> Allison Brown: Okay, the next person is Jane Meldea, and then up after that is Jean

Noonan.

>> Jane McNamara: Thank you for the opportunity todgyatrticipate in the panels. This has
been a good sharing of opinions on the industry. We stuppmabt-management -- excuse me, a
debt-settlement type product. Our concern is with féas concern is with disclosures. We will
continue to work with the creditor community, as veslour fellow agencies in AICCCA to
develop a not-for-profit type debt-settlement producgpprciate your understanding and support.

Thank you.

>> Allison Brown: Okay, next up is Jean Noonan, andrafiat is Derek Witte.

>> Jean Noonan: Three quick points in my three minuié® first concerns a definition that |
hope we would have had an opportunity to get to in the lastl.p&Ve didn't. And that is the
definition of, what is success or completion of sesithat would entitle a debt-relief service
company to collect its fee? | think, in the contextlelbt-settlement, it is critical that that be

defined as a creditor payment, not merely a signed anas | think someone else -- maybe



Travis -- mentioned earlier today. Anything less thanyanaant to the creditor is going to really
vitiate the power of the advance-fee ban. So if ymgtewilling to do that, you may as well save
yourself some trouble and give up on the advance-fee ®aa.opinion. Number two, there was a
really fascinating discussion on success fee -- extiese success claiMs. The one thing that |
would add to that that wasn't mentioned is that theresngea common denominator for any
success claims, unless you decide to outlaw them coryplétéon't favor that. | think that

truthful success claims can be very valuable to consahmce. But the common denominator is
that the amount of the reduction that is achieved what'stpart of the claim ought to be based on
the amount of the enrolled debt, not the debt at the ¢ihsettlement. Because anything else gives
a debt-settlement company the benefit of having waited@time to settle the debt and let the
fees increase. And it also depends on whether the bigsdsditled first or the small debt is settled
first. What FCS has always done is made these claassd on the amount of the debt at time of
enrollment. The third point is there were excellentstjoas about do we need mandatory
disclosures about dropout rates, do we need mandated lgyitdibdies. The one thing | would

say there is, if you have a ban on advance fees, tHesedidclosures become virtually
unnecessary. Because no one will have an incentivevéoahhigh-dropout rate. They won't be
paid for those clients. No one will be -- Everyon# @ontinue to have an incentive, as we do
now, to do a proper suitability study because we worit wasuitable people in our plans. So, yet,
one more plug for the advance-fee ban is it simpldiést of the other issues that you've struggled
with. Thanks.

>> Allison Brown: Okay, next up is Derek Witte, andritadter that is Michael Bovee.

>> Derek Witte: | don't know why this is scarier trentually sitting at the table. [ Laughter ] It's
the stern looks you're giving me. [ Laughter ] In any gvethink today was kind of remarkable.

It didn't exactly go how I thought, but what the hell dmbw? [ Laughter | What | heard
agreement on is there's nothing wrong with debt settleasea product or as an idea. It's how it's
being offered. And from some pretty -- People who | thoygdithaps, were adversaries of the for-
profit debt-settlement industry were saying this, | thinkails® remarkable that they want to
provide a nonprofit version of it. | don't know wheratthts in right now. | know there isn't one

out there. But where we stand today, it seems kk#hat everyone agrees that debt settlement has



value, and right now, for-profit debt-settlement compaaresthe only ones who, because they're
truly independent, can stand as an adversary to the ceedg and get the principal down and get
some relief for people that's in between a traditiole®k-management plan, which is still pretty
expensive, and chapter 13, which now is a lot harder toniget And so if we agree on that market
niche and we agree that debt settlement can be dondamd be done, | think what's left for the
FTC is, how do you guys regulate this in a way that gyeesthe teeth to enforce the industry and
keep the bad actors out without preventing good actons dontinuing to provide this valuable
service? And | wish | had the silver bullet right nolathink the discussion has started with some
of the research, and | think the research and academnicoan be criticized on both sides right
now and needs to become more robust, but | think thessdution. | think the associate director
said, "Where's the middle road?” Credit Solutions, fog,0s interested in figuring out what that is.
We don't think it's requiring payment only upon settlementusssganumber one, because we're
consumer-focused, that makes the cost for the consumier save and settle accounts and stay in
go up, and even if we weren't put out of business, | doottvkihhwe should stay in if the costs go
that high for the consumers who stay. And, number-twdorgot what | was saying number one
and number two were supporting, so | guess I'll stop theraughter ] | am surprised, but I'm also
encouraged. | also really appreciate the sincerity witich you guys have conducted this, and if
there's any way we can be of assistance further, ike'tol

>> Allison Brown: Thanks. And next is Michael B&yeand then the last, final person is Jeff
Tackle.

>> Michael Bovee: First, let me thank you guys fortimg me to participate as a panelist and also
to reiterate that my comments coming up to today's ewdrile | was paneling and while I'm
standing here today, are coming from a position of gpemywho has done nothing but success-
based fees for settlement when we perform the seaickthat's all we've known for over five
years. The 60/60 plan -- and these are notes thatKea that | didn't either get a chance to get to
or from later afternoon sessions. The 60/60 plan willbenefit a struggling economy for that
period of time, that five years. The settlement preceten done correctly, will assist a struggling
economy within two years. Who's to say a 60/60 plarredfey creditors will last? They change
on a dime. We deal with that frequently. Since amgvin Washington, in the last two day, I've



received four confirmed -- what was mentioned earfigr morning -- Chase direct offers to
consumers to enroll in the 60/60 plan. | reviewed a cdplygem. They are 0% for the five years.
They are no-fees. It's a limited-time offer, so ptpa pilot program that they're doing right now.
The letter suggests that they will charge off, the specifically, that | reviewed, at 79 days
delinquency is gonna charge off as soon as they enrdhestye got immediate R9 on their credit
report. And it's gonna be updated to reflect a settlerma# the last payment's made. So five
years from now. So the consumer's gonna be damaged iatetgavith a charge-off and then
damaged again as soon as a fresh settlement is reportied credit report. There's also an IRS
disclaimer at the bottom, so there's likely to be e-frear window, an unknown liability where a
consumer struggling financially right now may be insolvéng years from now, maybe not. So
what are they actually getting and saving? Lead gensrshhould share compliance. Web-based
marketing will create more competition and better sditgbil'm in disagreement with what was
covered earlier today, in that | believe that peoplérsyrcomparing are probably more
sophisticated than somebody picking up a phone and dialingadnadio or telephone commercial.
People are not typically sued inside of six montimsfatt, litigation risks typically only begins
after six months. Success claims are a two-edged swalah't like them. They'll be relied upon,
whether right or wrong. Lawsuit risk is generally dgayed by the industry, which damages the
whole plan if it occurs. And I'd like to see maybe s@aeition to risk of litigation being inclusive
of the longer these debts go unpaid, the more likely anf@liggher those risks are. | don't like
averages, but dropouts do skew things, and | don't thinkvhidd be a correct representation of
success. One of the things | failed to mention eadeay is 80% -- and | agree with a lot of the
industry participants -- 80% of the work that CRN does wattisamers is consumer work. 20%, if
not less, is set aside for the actual settlementswbao perform. Projections can't be relied upon
due to creditors moving the goal posts frequently, espeaathyis economy. And the consumer
with an aggressive approach to settling can't even retlyase projections. Length of -- | covered
that.

>> Allison Brown: And your time Is almost up, so if yoould finish your thought...

>> Derek Witte: Expanding the definition to include boaidether in print or audio, would be an
effective book ban. Self-help resources are affordatdeshould be the first thing available to



struggling consumers. | support a modest monthly fee of $5@ilharomote best practices, a
nominal enrollment fee that is refundable for 60 to 90 daysf which should be used as an offset
to success fees that may later be charged. If thenglayers in the industry that cannot survive a
change of that nature, then if other companies &eed for a $50 monthly service fee, they will
absorb those other failed companies and the consuméssghed up for their services.

>> Allison Brown: Thanks. Jeff Tackle? Okay, angb@lse who would like a couple minutes of
the open mike? Well, in that case, | want to takerata to thank everybody who participated as a
panelist and attended in the audience. And, um... [adgpl] Today's discussion has provided us
with valuable insight that will really help us as we wto create the final debt-relief amendments
to the telemarketing sales rule. We've certainly calvarit of ground, and we have a lot to
consider as we move forward with the rule-making pracé&8e've gotten this question a number
of times, but we don't have a specific timeline on wéey next step would take place. We haven't
come to any final conclusion, and the Commission hagsniedo any final conclusions, but we'll

be taking these views and the many other concerns addraisthe forum today and in the
comments, which are over 270 now, that we've receivédgmule-making, and we'll be taking all

of that information under consideration. Thank you vaeogh.



