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September 4, 2012

The Honorable Eric H. Holder, Jr.

Attorney General

U.S. Department of Justice

950 PennsylvaniaAvenue NW

Washington, D.C. 20003

Dear Attorney General Holder,

While the Department of Justice should be commended for its efforts to educate consumers with

respect to potential debt relief scams, the August 16, 2012 Debt Relief Scam blog þÿ�d�o�e�s�n ��tdo the job. In

fact, by presenting outdated and, frankly, incorrect information the DOJ has done exactly what they
warn against: misleading consumers.

IVlost of the evils cited in the blog have been prohibited since October 2010, thanks to the efforts of the

Federal Trade Commission in amending its Telemarketing Sales Rules. Those amendments and rules

were passed - with substantial participation and support from the current members of the American

Fair Credit Council - specifically to curb the perceived abuses cited in the blog. No debt resolution

provider subject to the FTC's rules may (1) promote and market debt resolution programs in a manner

inconsistent with the FTC's advertising rules, (2) charge or accept compensationof any sort until a

consumer not only has been presented with a settlement but has accepted that settlement egg has

made at least one payment toward completion of the settlement and (3) receive, actually or

constructively, consumer funds. Note that non-profit credit counselors, held up by the blog as a more

"legitimate" debt resolution option, ar not subject to the FTC rules and, consequently, do not have to

(and do not) provide any of the aforementioned consumer protections.

Looking at the consumer protection tips offered in the blog we find in each of the bullet points the same

sad inattention to the facts, to wit:

0 "The Consumer Federation of America  warns that la claim of being able to reduce a

þÿ�c�o�n�s�u�m�e�r ��sprincipal by 50% or morel is a virtual þÿ�i�m�p�o�s�s�i�b�i�l�i�t�y�. �This warning would be useful if

it were true - however, it is not. In fact, industry analysis of more than 500,000 accounts shows

that most settlements with creditors do reduce the þÿ�c�o�n�s�u�m�e�r ��sprincipal by fifty percent or

more. The most recent industry data was provided to the FTC in 2010, data that indicated that,
in the settlement of more than $700,000,000of consumer debt in 2008, settlements averaged
45% of outstandingbalances; in the first six months of 2009 industry settlements totaled over

$553,000,000 at an average settlement rateof 42%. The CFA has never offered a single shred of

analysis or credible data showing that the settlement of debt at less than 50% of face is a

"virtual impossibility."

100 West Cypress Creek Road ° Suite 700 ° Fort Lauderdale, FL 33309

Phone: 1-888-657-8272 ~ Fax: 954-343-6960



 þÿ ��~�H�s�f�é�i�i�f�f�i�i�f�f�i�i�F�=�§�*�~�f�s�i�f�§�.�.�= ��* ��5 � ��t�?�?�3�f�f � ��f� '?`  2þÿ�.�=�=�=�¢�>�,�¢�,�:�s�,�,�r�* ��>�¢�_teissmax-.»-.sv-:dl þÿ�h ��£�§�'�f�:�-�T ;§» ms, 7 ,-mg 1;
2?EW.ET3}}!§: page was-' þÿ�_�.�¢�a�¢�y�a ��yþÿ�y�a �y'£f»»'1l\7"!- `§ "-.,1~r:.*\;1'G::.'/.mpin-rilf§{,;§2§»1.,»-1;'G::.'/ .mp in-rilf§{ ,;§2§»1.,»-1;

 -1.x þÿ ��C�§�§�}�;�:�_�y�;�;�,�e�L�'
 

  $5552--;, ~_._;;§{Qs!E-g,,,_.;../» ,_
 ~.~-gr: ;;;§ -1  ->=- ;¢  þÿ�i�i �  ,,J,§Q?;þÿ�-�e�l�-�-�-�¢�?�"�"�4�\�5�:�2�E�"�?�"�:�.�.�F�¢�r�.�!�f ��5�'�%�¢�r�-�'� el

- -- ¢?""4\5:2E"?":..F¢r.þÿ�!�f ��5�'�%�¢�r�-�' 
if ¢fs@f,©~ , ff þÿ�A�,�g�E�;�f�- ��;�>�1�=�§�»�-�;�=�s�s�:�.�»�,�a�f�~�,�f�t�-�- ��~�>�-�=�f�s�=�¢�zþÿ�-�;�=�s�s�:�.�»�,�a�f�~�,�f�t�-�- ��~�>�-�=�f�s�=�¢�z

    tgp
 þÿ ��e�sþÿ� �?�?�4 ��f�'�Z�f�%�§�-�¢ ��? � ��£ ��*�°�5�'Tx

J ;¢,_»:nn § _L _ -Q 1a~f þÿ ��Q þÿ� �- ��~�.�.�>� .'\ Jizwca- -/.L ~  __ »
re ¥t e

þÿ �

 a non-profit credit counseling service may be able to help you. These services may charge a

small fee but the cost will be substantialiy less than using a debt relief company." This

unfounded assertion is seriously misleading in severai important respects.

> Non-profit credit counselors can only help those consumers in a position to pay off not

only 100% of their debts but also amounts that will accrue during the program at an

interest rate that may be less than the full amount normally charged but stil! couid be a

hardship to manage. Many consumers in states of financial hardship cannot afford the

amounts required by consumer credit counselors, program requirements that are

sometimes double those of debt settlement programs. The cost of credit counseling

programs is a major factor contributing to their less than stellar program completion
rates.

> Stating that the overall cost of a credit counseling program is substantially less than that

of a debt settlement program is irresponsible at best. ln fact, in terms of total program

cost, a credit counseling program is much, much more expensive, a shocking and

disturbing state of affairs considering that (a) credit counseling is often done by a non-

profit organization, (b) in addition to taking fees from consumers, credit counseling

organizations receive þÿ ��f�a�i�rþÿ�s�h�a�r�e �payments from the creditors themselves (something
no AFCC member ever does) and (cl debt settlement programs require far more

consumer care and employ approximately five times as many people to service a

comparable sized client base. In terms of total program cost, the comparisons could not

be more stark: under a fairly straightforward set of assumptions, a consumer entering a

debt settiement program with $15,000 of debt can expect to pay around $11,000,
inclusive of fees, over a three-year period of time; that same consumer entering a credit

counseling program can expect to pay almost $19,000over a five-year period of time.

"lf a company offers a "one size fits all" solution, what they are really offering is a þÿ ��n�osize fits

anyone" problem. Legitimate credit counselingservices tailor a consolidation plan to each

þÿ�c�o�n�s�u�m�e�r ��sindividual needs." þÿ�T�h�e�r�e ��sa germ of truth to this statement, however it's exactly
the reverse of what is presented: credit counseling depends on pre-packagedagreements with

participating creditors, resulting in a "one size fits all" solution - but it's the solution that

benefits the creditors, not the consumer. Credit counseling employs a þÿ ��s�t�r�a�t�e�g�y �that simply

accepts pre-a rranged concessions that apply to every consumer in the exact same way. Debt

settlement, on the other hand, constructs a settlement strategy for each incoming client,

approaching a client's debt obligations on a portfolio basis by evaluating each debt based on

size, creditor, where the debt may be in the delinquencycycle, accretion rate, likelihood of

aggressive collection action,etc, and then negotiating individual settlements of each account. In

other words, debt settlement providers, not credit counselors, are the ones that look at the

client individually and then tailor an individualized strategy for the client, not for the client's

creditors.
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¢ "According to the Consumer Federation of America, consumers should not pay more than §50
for the set-up fee and $25 for monthly maintenance of the account." As noted above, debt

settlement companies do not charge or accept any sort of compensation unless and until the

consumer has received the benefit of a settlement; this statement, then, is applicable only to

credit counselors. But we must ask, upon what data does CFA rely to make such a statement?

Do they understand what it actually costs to provide a consumer with a debt resolution service?

We respect CFA's commitment to the consumer but suggest their analysis would benefit

enormously from a better understanding of how a business must be managed in order to deliver

results to consumers.

The fact is that certain consumers experiencing problems repaying their credit card debt will be better

off enrolling in a credit counseling program while other individuals will be better off enrolling in a debt

settlement program. For many consumers it may come down simply to which program is affordable to

them. In all instances the consumer should certainly check out the companies they are considering. As

stated in Ms. þÿ�R�u�s�s�o ��sblog, a good resource for locating a credit counseling company is www.nfcc.org. A

good resource for checking out a debt settlement company is www.america nfaircreditcouncil.com.

Regards,
þÿ�Q �

@ /&¢*/'-`

Robby H. Birnbaum, Esq.

President, American Fair Credit Council

(954) 343-6959 (Direct Telephone)

Robby.Birnbaum@gmlaw.com

cc: Stuart F. Delery, Acting Assistant Attorney General
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