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UNITED STATES DISTRICT COURT

FOR THE DISTRICT OF COLUMBIA

KIMBERLY A. PISINSKI, an individual, and
MORGAN DREXEN, INC., a Nevada
Corporation, Case No.:

Plaintiffs, DECLARATION OF

RANDAL M. SHAHEEN

CONSUMER FINANCIAL PROTECTION

BUREAU,

Defendant.

I, Randal M. Shaheen, hereby submit this declaration in support of the motion for

preliminary injunction filed by Morgan Drexen, Inc. (" Morgan Drexen") and Kimberly A. Pisinski

("Pisinski") against the Consumer Financial Protection Bureau ("CFPB"), respectfully stating as

follows:

l. I am a partner in the law firm of Venable LLP.

2. A s pa r t of my practice, I represent clients before regulatory agencies such as CFPB.

3. I rep resent Morgan Drexen in connection with the proceedings described below.

4. On M a rch 13, 2012, CFPB issued a Civil Investigative Demand ("CID") to Morgan

Drexen. A true and correct copy is attached hereto as Exhibit 1.

5. On Ma rch 30, 2012, Kent Markus of CFPB sent a letter to me modifying certain of

the document requests set forth in the March 13, 2012 CID. A true and correct copy is attached

hereto as Exhibit 2.

On April 13, 2012, Morgan Drexen submitted its First Response to the March.13,

2012 CID. A true and correct copy is attached hereto as Exhibit 3.
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7. On Ap r i l 23, 2012, I sent a letter to CFPB with the re: line "Second Response to[the

March 13, 2012] [CID]" enclosing a CD-ROM with information responsive to certain of the March

13, 2012 CID requests. A true and correct copy is attached hereto as Exhibit 4.

8. On Ap r i l 24, 2012, Wendy Weinberg of CFPB sent a letter to me alleging certain

deficiencies in Morgan Drexen's production. A true and correct copy is attached hereto as Exhibit

9. On Ap r i l 27, 2012, I sent a letter to CFPB enclosing Morgan Drexen's Third

Response to the March 13, 2012 CID. A true and correct copy is attached hereto as Exhibit 6.

10. On M a y 7, 2012, I sent a letter to CFPB responding to CFPB's April 24, 2012 letter.

A true and correct copy is attached hereto as Exhibit 7.

11. On M ay 10, 2012, I sent a letter to CFPB concerning the inadvertent production of

privileged material. A true and correct copy is attached hereto as Exhibit 8. I consider this Morgan

Drexen's Fourth Response to the March 13, 2012 CID.

12. On M ay 11, 2012, I sent a letter to CFPB enclosing Morgan Drexen's Fifth Response

to the March 13, 2012 CID. A true and correct copy is attached hereto as Exhibit 9.

13. On M ay 11, 2012, Wendy Weinberg of CFPB sent a letter to me alleging

deficiencies in Morgan Drexen's production. A true and correct copy is attached hereto as Exhibit

10.

14. On M ay 18, 2012, I sent a letter to CFPB responding to the May 11, 2012 letter. A

true and correct copy is attached hereto as Exhibit 11. I consider this Morgan Drexen's Sixth

Response to the March 13, 2012 CID.

15. On M ay 29, 2012, I sent a letter to CFPB enclosing Morgan Drexen's Seventh

Response to the March 13, 2012 CID. A true and correct copy is attached hereto as Exhibit 12.
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16. On June 1, 2012, Wendy Weinberg of CFPB sent a letter to me alleging deficiencies

in Morgan Drexen's production. A true and correct copy is attached hereto as Exhibit 13.

17. On June 1, 2012, I sent a letter to CFPB enclosing Morgan Drexen's Eighth

Response to the March 13, 2012 CID, A true and correct copy is attached hereto as Exhibit 14.

18. On June 6, 2012, Wendy Weinberg of CFPB sent a letter to me alleging deficiencies

in Morgan Drexen's production. A true and correct copy is attached hereto as Exhibit 15.

19. On June 15, 2012, I sent a letter to CFPB responding to the June 1, 2012 letter. A

true and correct copy is attached hereto as Exhibit 16. I consider this Morgan Drexen's Ninth

Response to the March 13, 2012 CID.

20. On June 22, 2012, I sent a letter to CFPB with an additional response to the June 1,

2012 letter. A true and correct copy is attached hereto as Exhibit 17. I consider this Morgan

Drexen's Tenth Response to the March 13, 2012 CID.

21. On June 26, 2012, I sent a letter to CFPB enclosing Morgan Drexen's Eleventh

Response to the March 13, 2012 CID. A true and correct copy is attached hereto as Exhibit 1S.

22. On July 2, 2012, Wendy Weinberg of CFPB sent a letter to me requesting additional

information. A true and correct copy is attached hereto as Exhibit 19.

23. On July 10, 2012, I sent a letter to CFPB enclosing Morgan Drexen's Twelfth

Response to the March 13, 2012 CID. A true and correct copy is attached hereto as Exhibit 20.

24. On July 16, 2012, I sent a letter to CFPB enclosing Morgan Drexen's Thirteenth

Response to the March 13, 2012 CID. A true and correct copy is attached hereto as Exhibit 21.

25. On July 24, 2012, I sent a letter to CFPB enclosing Morgan Drexen's Fourteenth

Response to the March 13, 2012 CID. A true and correct copy is attached hereto as Exhibit 22.

26. On July 27, 2012, I sent a letter to CFPB concerning its request for bankruptcy

documents. A true and correct copy is attached hereto as Exhibit 23.
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27. On A u gust 2, 2012, I sent a letter to CFPB enclosing Morgan Drexen's Fifteenth

Response to the March 13, 2012 CID. A true and correct copy is attached hereto as Exhibit 24.

28. On A u gust 7, 2012, I sent a letter to CFPB enclosing Morgan Drexen's Sixteenth

Response to the March 13, 2012 CID. A true and correct copy is attached hereto as Exhibit 25.

29. On A u gust 7, 2012, I sent a letter to CFPB enclosing Morgan Drexen's Seventeenth

Response to the March 13, 2012 CID. A true and correct copy is attached hereto as Exhibit 26.

30. On A u gust 30, 2012, Mark Baute, an attorney representing The Howard Law Group

(an attorney supported by Morgan Drexen) sent a letter to CFPB stating that "Morgan Drexen does

not have any unilateral right to produce information or documents belonging to the Law Firm or the

clients of the Law Firm." A true and correct copy is attached hereto as Exhibit 27.

31. On September 4, 2012, CFPB sent a letter to Mark Baute stating that it had issued a

CID to The Howard Law Firm, and that Mr. Baute "may not interfere with the Bureau's

investigation of another entity. . . . " A t rue and correct copy is attached hereto as Exhibit 28.

32. On September 7, 2012, I sent a letter to CFPB providing additional information in

response to the March 13, 2012 CID. A true and correct copy is attached hereto as Exhibit 29.

33. On September 11, 2012, I sent a letter to CFPB concerning CFPB's demand that

Morgan Drexen produce data for bankruptcy support services Morgan Drexen provides to The

Howard Law Firm. A true and correct copy is attached hereto as Exhibit 30.

34. On O ctober 1, 2012, CFPB issued another CID to Morgan Drexen, this time seeking

oral testimony. A true and correct copy is attached hereto as Exhibit 31.

35. On November 8 and 9, 2012, CFPB deposed Jeffrey Katz, David Walker, and Laura

Wiegman of Morgan Drexen.

36. On F ebruary 28, 2013, CFPB issued another CID, this time to Walter Ledda, the

Chief Executive Officer of Morgan Drexen.
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37. On A p r i l 12, 2013, CFPB deposed Walter Ledda.

38. On A p r i l 22, 2013, CFPB sent a letter to me in accordance with CFPB's Notice and

Opportunity to Respond and Advise (NORA) process. A true and correct copy is attached hereto as

Exhibit 32.

39. On M ay 8, 2013, I sent a letter to CFPB responding to the April 22, 2013 NORA

letter. A true and correct copy is attached hereto as Exhibit 33.

40. On June 12, 2013, CFPB sent a letter to me alleging more deficiencies in Morgan

Drexen's production in response to the March 13, 2012 CID. A true and correct copy is attached

hereto as Exhibit 34.

41. On July 8, 2013, CFPB sent me an email alleging deficiencies in Morgan Drexen's

production in response to the March 13, 2012 CID. A true and correct copy is attached hereto as

Exhibit 35.

42. The foregoing list is not exhaustive. I have also exchanged other emails and had

other conversations with CFPB not reflected herein.

43. Dur i ng my representation of Morgan Drexen, CFPB has informed me that their

concern is that the attorneys supported by Morgan Drexen are in violation of the amended

Telemarketing Sales Rule because the attorneys charge their clients hourly fees for the preparation

of bankruptcy pleadings. CFPB has refused to accept any resolution of its concerns short of

Morgan Drexen refusing to support attorneys engaged by clients for both bankruptcy counseling

and debt settlement. CFPB has also refused to accept Morgan Drexen's position that it will not

produce confidential information belonging to the bankruptcy clients of the attorneys supported by

Morgan Drexen.
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I declate under penalty of perjury under the laws of the United STates that the foregoing is true and
,r

correct to the best of my knowledge, information, and belM

Randal M. Shaheen
Dated.: July2I, 2013
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Exhibit 1
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Privileged & Confidential

Attorney Work Product

Attorney Client Communication

".tjSsapial Protection Bureau

v1I"InvestigativeDemand

'A9 mand ' i e u r suant to Section 1052 of the Consumer Financial

Protptjog<gq@f++ ~ ) g ~ pnpftrt 1080 to determine whether there is or
has+gp~g++tsn of any laws enforced by the Bureau of Consumer Financial

5'8'%h Street, NW, Washington, DC 20004

Location of Investigational Hearing Date and Time of Investigational Hearing

Bureau Investigators

Action Required (choose all that.ipply)

ppear an r o m e ra est tmony

Pro<9kg QoHISihB>ts.abend/or Tangible Things as set forth in the attached document by the following date Provide

i'rig~ ~ s~ d/ or Answers to Questions as set forth in the attached document by the following date

Notif icat ion of Purpose Pursuant to 12 C.F.R. $ 1080.5

The purpose of this investigation is to determine whether debt relief providers, lead generators, or other unnamed persons have
engaged or are engaging in unlawful acts or practices in the advertising, marketing, or sale of debt relief services or products,
including but not limited to debt negotiation, debt elimination, debt settlement, credit counseling, mortgage loan modification

~e@lg tii g~ )gy1p-(gd)~ 21, 2010), Title X, 12 U.S.C.$ Q8J e)gg<ge gplemarketing Sales Rule, 16 C.F.R.$ 310.1
et seq., the Mortgage Assistance Relief Services Rule, 16 C.F.R. ( 322.1 et seq., or any other federal consumer financial law. This

Ititv@aiiSli%p „ $t~ e wh ether Bureau action to obt 'l@@~ejluvVAWsg@P&chMLe in the public interest.
7688; w end .weinber c f b . ov1750 Pennsylvania Ave NW, 10th Floor, Washington, DC 20220

Sdih't' to Re ulato

W~ tk Signature

WgesjION&s tlf ~
a ndes a b ' Buti s
ftribueties en d N Sn%%4ÃPAiYk dQHCH/89R%$RSP'
cannot change, stop, or delay a ederal agency en orcement action.

Travel Expenses

RR$%FsFFSAA4R%9d% ASn compensation to
wamh gemartdedtislaahatt aetsptimsa+fostaBhy OMB under the Paperwork Reduction
BhntattfpLQSQant to Section 1052 of the Consumer
Financial Protection Act of 2010, 12 U.S.C.Ii 5562.
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Privileged & Confidential

Attorney Work Product

Attorney Client Communication

CIVIL INVESTIGATIVE DEMAND FOR

PRODUCTION OF DOCUMENTS AND ANSWERS TO INTERROGATORIES

I. Definitions. As used in this Civil Investigative Demand, the following definitions shall
apply:

A. "And," as well as "or," shall be construed both conjunctively and disjunctively, as
necessary, in order to bring within the scope of any request in this Civil Investigative Demand
all information that otherwise might be construed to be outside the scope of the request.

B. "Any" shall be construed to include "all," and "all" shall be construed to include the word
"any.

C, "Associated Attorney" shall mean an attorney for whom Morgan Drexen states that it
provides support services for legal services or Debt Settlement services.

D. "CID" shall mean the Civil Investigative Demand, including the Definitions,

Instructions, and Requests.

E. "CFPB" or "Bureau" shall mean the Consumer Financial Protection Bureau.

F, "Chief of Enforcement" refers to the Assistant Director of the Division of Enforcement.

G. "Clients" shall mean individuals who have made at least one payment to Morgan Drexen
or an Associated Attorney to receive Debt Settlement services at any time from January 1,
2010 to the present.

H. "Debt Settlement" means any program or service represented, directly or by implication,
to renegotiate, settle, or in any way alter the terms of payment or other terms of the debt
between a person and one or more unsecured creditors or debt collectors, including, but not
limited to, a reduction in the balance, interest rate, or fees owed by a person to an unsecured
creditor or debt collector.

I. "Document" shall mean any written matter of every type and description, including any
book, record, report, memorandum, paper, communication, tabulation, chart, log, electronic
file, or other data or data compilation stored in any medium. "Document" shall also mean any
non-identical copy (such as a draft or annotated copy) of the foregoing, however and by
whomever prepared, produced, disseminated or made, regardless of origin or location.

"Document" shall also include Electronically Stored Information.

J. "Each" shall be construed to include "every," and "every" shall be construed to
include "each."

K. "Electronically Stored Information," or "ESI," shall mean the complete original and
any non-identical copy (whether different from the original because of notations, different
metadata, or otherwise), regardless of origin or location, of any electronically created or stored
information, including but not limited to electronic mail, instant messaging,
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Privileged & Confidential

Attorney Work Product

Attorney Client Communication

videoconferencing, SMS, MMS, or other text messaging, and other electronic correspondence
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Privileged & Confidential

Attorney Work Product

Attorney Client Communication

(whether active, archived, unsent, or in a deleted items folder), word processing files,
spreadsheets, databases, unorganized data, document metadata, presentation files, and sound
recordings, whether stored on cards, magnetic or electronic tapes, disks, computer files,
computer or other drives, cell phones, Blackberry, or other storage media, and such technical
assistance or instructions as will enable conversion of such ESI into a reasonably usable form.

L. "Identify" or "the identity of shall be construed to require identification of (a) natural
persons by name, title or position, present business affiliation, present business address and
telephone number, or if a present business affiliation or present business address is not
known, the last known business and home addresses; (b) businesses or other organizations by
name, address, identities of natural persons who are officers, directors or managers of the
business or organization, and contact persons, where applicable and (c) documents by title,
date, author(s), recipient(s), type of document or some other means of identifying the
document, and its present or last known location or custodian.

M. "Morgan Drexen" or "You" or "Your" shall mean Morgan Drexen, Inc., its wholly or
partially owned subsidiaries, unincorporated divisions, joint ventures, operations under
assumed names, and affiliates, and all principals, directors, officers, owners, employees,
agents, representatives, consultants, attorneys, accountants, independent contractors,
including Walter Ledda, and other persons working for or on behalf of the foregoing.

N. "Person" shall mean an individual, partnership, company, corporation, association
(incorporated or unincorporated), trust, estate, cooperative organization, or other entity.

0. "Referring to" or "relating to" shall mean discussing, describing, reflecting, containing,
analyzing, studying, reporting, commenting, evidencing, constituting, comprising, showing,
setting forth, considering, recommending, concerning, or pertaining to, in whole or in part.

II. Instr u ctions.

A. Sh a ring of Information: This CID relates to an official, nonpublic, law enforcement
investigation currently being conducted by the Consumer Financial Protection Bureau.
The Bureau may make its files available to other civil and criminal federal, state, or local
law enforcement agencies pursuant to 12 C.F.R. $$ 1070.43(b)(1) and 1070.45(a)(5).
Information you provide may be used in any civil or criminal proceeding by the Bureau or
other agencies. As stated in 12 C.F.R. $ 1080.14, information you provide pursuant to this
CID is subject to the requirements and procedures relating to the disclosure of records and
information set forth in 12 C.F.R. part 1070.

B. M eet and Confer: You must contact Wendy J. Weinberg at 202-435-7688 as soon as
possible to schedule a meeting (telephonic or in person) to be held within 10 calendar
days after receipt of this CID in order to confer regarding your production of documents
and/or information.
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Privileged & Confidential

Attorney Work Product

Attorney Client Communication

C. Applicable Time Period for Responsive Materials: Unless otherwise directed, the
applicable time period for the request shall be from January 1, 2010 until the date of full
and complete compliance with this CID.

D. Claims of Privilege: If any material called for by this CID is withheld based on a claim of
privilege, the claim must be asserted no later than the date set for the production of the
material. Any such claim must include a schedule of the items withheld that states, as to
each such item, the:

type, specific subject matter, and date of the withheld item;

names, addresses, positions, and organizations of all authors and recipients of the
item;

specific grounds for claiming that the item is privileged; and

interrogatory or request to which the privileged document is responsive.

In addition, the person who submits the schedule and the attorney stating the grounds for a
claim that any item is privileged must sign it. In accordance with 12 C.F.R. $ 1080.8(b), a
person withholding material solely based on a claim of privilege shall comply with these
requirements (which are set forth in 12 C.F. R. $ 1080.8) in lieu of filing a petition for an
order modifying or setting aside a demand under 12 C.F.R. ) 1080.6(d), as described
below. If only portions of the responsive material are privileged, those portions may be
redacted from the responsive material, which must be submitted in a way that makes clear
where the redactions were made. If all of the content on a particular page is privileged, a
blank, sequentially numbered page should be included in the production where the
responsive material, had it not been privileged, would have been located.

E. Document Retention: You are required to retain all documentary materials and other
tangible things that were relied upon or used in the preparation of the responses to this
CID. In addition, during the pendency of this investigation and any related enforcement
action, the Bureau may require the submission of additional documentary material or
tangible things. Accordin 1 durin t he e ndenc of this investi ation and an related
enforcement action ou must sus end an routine or non-routine rocedures that ma
result in the destruction of document m a terial or tan ible thin s that are in any way
potentially relevant to this investigation, as described in the CID's Notification of Purpose
Pursuant to 12 C.F.R. $ 1080.5. You are required to prevent the unlawful destruction of
relevant material irrespective of whether you believe such material is protected from future
disclosure or discovery by privilege or otherwise. See 18 U.S.C. $$ 1505, 1519.

F. Modification of Requests: If you believe that the scope of the search or response required
by this CID can be narrowed consistent with the Bureau's need for documents or
information, you are encouraged to discuss such possible modifications, including
modifications of the requirements of 3 these instructions, with Wendy J. Weinberg at
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202-435-7688. Modifications must be agreed to in writing by the Chief of Enforcement or
a Bureau employee to whom the Chief of Enforcement has delegated the authority to act
under 12 C.F.R. $ 1080.6(c).

G. Petition for Order Modifying or Setting Aside Demand: Pursuant to 12 U.S.C. $
5562(f) and 12 C.F.R. $ 1080.6(d), you may petition the Bureau for an order modifying
or setting aside this CID. The petition must be filed with the Executive Secretary of the
Bureau and a copy must be provided to the Chief of Enforcement within twenty calendar
days after service of the CID or, if the return date is less than twenty calendar days after
service, prior to the return date. The Chief of Enforcement or any employee to whom he
or she has delegated authority to act under 12 C.F.R. $ 1080.6(d) may rule upon a
request for extensions of time to file a petition, but such requests are disfavored.

The petition shall set forth all factual and legal objections to the CM, including all
appropriate arguments, affidavits, and other supporting documentation. The petition must
also be accompanied by a signed statement representing that you have conferred with
Wendy J. Weinberg at 202-435-7688 in a good faith effort to resolve the issues raised by
the petition and have been unable to do so. If some of the matters in controversy have
been resolved by agreement, the statement shall specify the matters so resolved and the
matters remaining unresolved. The statement shall recite the date, time, and place of each
such conference, and the names of all parties participating in each such conference. The
Director of the Bureau or a person authorized to perform the functions of the Director of
the Bureau in accordance with the law will rule upon the petition.

H. Certification: The person to whom the CID is directed or, if not a natural person, any
person having knowledge of the facts and circumstances relating to the production, shall
certify that the response to this CID is complete. This certification shall be made on the
form declaration included with this CID, or by a sworn affidavit.

Scope of Search: This CID covers materials and information in your possession,
actual or constructive custody, or control.

J. Document Production: All responsive documents available in electronic format must be
produced electronically in native file format, including all metadata. We encourage the
electronic production of all materials responsive to this CID. Please follow the enclosed
Document Submission Standards for further instructions about the production of
documents. As stated in the Document Submission Standards, all produced documents
shall be clearly marked with unique, sequential numbers on each page, if imaged
documents, or as part of the file name, if native documents.

K. Document Identification: Documents that may be responsive to more than one request of
this CID need not be submitted more than once; however, your response should indicate,
for each document submitted, each request to which the document is responsive.

L. Sensitive Personally Identifiable Information: If any material called for by

these 4
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requests contains sensitive personally identifiable information, please contact Wendy J.
Weinberg at 202-435-7688 before sending those materials to discuss ways to protect such
information during production. You must encrypt electronic copies of such material with
either TrueCrypt or BitLocker encryption software. When submitting encrypted material,
you must clearly designate the type of encryption software used and provide the
encryption key, certificate or passcode in a separate communication.

For purposes of this CID, sensitive personally identifiable information includes an
individual's Social Security number alone or an individual's name, address or phone
number in combination with one or more of the following: date of birth, Social Security
number, driver's license number or other state identification number, or a foreign country
equivalent, passport number, financial account number, credit card number, or debit card
number. Sensitive health information includes medical records and other individually
identifiable health information relating to the past, present, or future physical or mental
health or conditions of an individual, the provision of health care to an individual, or the
past, present, or future payment for the provision of health care to an individual.

M. Information Identification: Each request for a written report or interrogatory in this CID
shall be answered separately and fully in writing under oath. All information submitted
shall clearly and precisely identify the request(s) to which it is responsive.

N. Declaration Certifying Records of Regularly Conducted Business Activity: Attached
is a Declaration Certifying Records of Regularly Conducted Business Activity, which
may limit the need to subpoena the Company to testify at future proceedings in order to
establish the admissibility of documents produced in response to this CID. You are asked
to execute this Declaration and provide it with your response.

III . REQUESTS •

Interro atories

Identify all Persons who participated in responding to this CID and the specific tasks

performed by each Person.

Identify the date and legal purpose for the creation of Morgan Drexen, the Persons who

created Morgan Drexen, and each of their roles in creating Morgan Drexen.

Describe the complete organizational structure of Morgan Drexen, identifying all parents,

subsidiaries, unincorporated divisions, joint ventures, and affiliates. For Morgan Drexen

and each identified parent, subsidiary, unincorporated division, joint venture, and affiliate

state the following:

a. the correct legal name and principal place of business;
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b. all trade names under which it has done business;

c. the date of organization and jurisdiction where organized;

d. the type of business in which it engages;

e. the nature of the relationship to Morgan Drexen (e.g., wholly owned subsidiary,

partially owned subsidiary, parent, affiliate, etc.);

f. the date, if any, that it ceased to operate and the reason(s) for such;

g. the names and titles of all officers, directors, and principal stakeholders or owners;

h. dates on which any individual became an officer, director, stockholder or owner,

or ceased affiliation; and

i. fo r each officer, director, and stockholder, identify the nature of his or her

financial interest.

4. Identify each business, trust or entity related or connected to the provision of Debt

Settlement services, in which Walter Ledda, or any of the officers, directors or owners of

Morgan Drexen identified above has an ownership or financial interest.

5. Identify each registration, license, permit or certificate to do business held by Morgan

Drexen, as well as the state or jurisdiction that issued such.

6. Identify every enforcement action or investigation involving Morgan Drexen from

January 2007 to the present and describe its current status or outcome.

7. Describe the function of each division or office within Morgan Drexen (e.g. Office of

Legal Liaison).

8. For all Documents provided in response to Document Request ¹ 8 herein, identify who

paid for the development, marketing, or placement of each Document and who wrote,

reviewed, and approved each Document, includirig any advertising agency, media

placement service provider, third-party vendor, or consultant.

9. Identify the Person(s) who records calls between Clients or consumers and Morgan

Drexen, Associated Attorneys, or third parties providing services to Morgan Drexen or

Associated Attorneys; the method and format of such recordings; where and for how long

these recordings are stored; who has access to these recordings after they are stored; and

the types of calls recorded.
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10. Identify each category of persons employed by Morgan Drexen. For each category

identify the number of persons in the category and their responsibilities, qualifications,

and form of compensation, including whether the compensation is provided in the form

of a salary or bonus, includes incentives, or is tied to the performance of the employee or

Morgan Drexen.

11. Identify all current employees or contractors of Morgan Drexen, provide their dates of

employment, titles, or positions and the dates the employee or contractor held each such

title or position.

12. Identify all former employees or contractors of Morgan Drexen from January 1, 2007 to

the date of your response, and state for each all titles and positions held while with

Morgan Drexen, the dates the employee held each such title or position, and the reason

for termination of employment.

13. Identify all Associated Attorneys, the dates during which they have transacted business

with Morgan Drexen, and the nature of their association with Morgan Drexen (e.g. acted

as "engagement attorneys," or "local attorneys").

14. Describe the responsibilities for engagement attorneys and local attorneys and the role of

each category of attorneys in providing Debt Settlement or legal services to Clients.

15. Identify who wrote, reviewed or approved the Documents produced in response to

Document Requests 3, 4, 5, 9, 11, 12, 13, 14, 15 and 18. State when each of these

activities occurred.

16. Identify each Client for whom an Associated Attorney declined to provide services.

17. Identify each bank or trust account from which payments were made from Morgan

Drexen to an Associated Attorney; from which payments were made from an Associated

Attorney to Morgan Drexen; and in which Clients' funds are deposited. For each such

account, identify:

a. who is authorized to withdraw funds from the account;

b. the name on the account;

c. the type of account, including whether it is an interest bearing account; and

d. any agreements (other than those with the bank itself) that govern the management

of the funds in the account.
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18. Identify and describe each database in which Morgan Drexen has electronic records

relating to Debt Settlement, and identify and describe the variables in each such

electronic record. Include, but do not limit the response to:

a. Morgan Drexen's policies and procedures related to document and data

retention and data backup;

b. Morgan Drexen's ability to access data on its primary systems and backed up data;

c. the technology architecture used by Morgan Drexen for storing its

system of records, including but not limited to:

i. t he size of the architecture;

ii. where the archived emails are stored and how they may be accessed;

iii. details about the systems including - name, system type (e.g. data base,

file server, document / contract management repository), the type of

database, database version, and history of development;

iv. systems for entering, organizing, tracking, and accessing data; and

d. where Morgan Drexen keeps its Client contracts and what data fields are tracked.

For each database, describe how Morgan Drexen manages and maintains its information,

including: the physical location of the data (e.g.- is it kept inside or outside of Morgan

Drexen's network); the environment in which the data resides (e.g.- file server, database,

document management tool, enterprise content management utility, near-line, off-line media,

etc.); the backup and archiving routines; and the retention and disposition routines.

19. Identify the creditors or debt collectors that participate in the "Preferred

Creditor Program."

20. Identify the Persons who developed the Preferred Creditor Program and who

solicit creditors or debt collectors for participation in that program.

21. State the basis for the claims made by either Morgan Drexen or Associated

Attorneys that consumers or Clients:

a. will "save thousands";

b. "settle for a fraction" or "you' ll pay a fraction of what you owe";

c. "be debt free in months";
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d. "you could qualify for up to $1000 cash advance to settle your debt quickly

and legally";

e. that the criterion to obtain $1000 cash advance are: "Financial Situation

changed? $5000 or more in credit card debt? Falling behind your payments?";

f. that Morgan Drexen and the Associated Attorneys provide a "no cost, no

fee" program;

g. that there are "no outrageous upfront fees or charges" or that "the majority of

fees are earned after you settle" or that there are "$0 up-front fees";

h. that a law firm will "handle ruthless collectors so you can finally get a good

night's sleep";

i. that "After reaching an agreement for settlement, the creditor issues a letter

stating that the debt obligation is fulfilled and reports to credit bureaus that the

debt has been "paid" or "settled" or "settled for less than full amount."

22. For the research produced in Document Requests ¹19 and 20, describe the data used

in the analysis, including but not limited to, the source of data, how it was collected,

and the methodology used in analyzing the data to reach the conclusion drawn.

Re uests for Documents

1. Morgan Drexen's articles of incorporation, by-laws, and charter.

2. Morgan Drexen's financial statements, balance sheets, profit and loss statements, state

and federal tax filings, and shareholder distribution information.

3. All Documents relating to Morgan Drexen's policies and procedures relating to the

provision of Debt Settlement services to consumers or Clients, including, but not

limited to the following:

a. determining potential Clients' eligibility for Morgan Drexen or an Associated

Attorney's services, including the amount or type of debt below which

Morgan Drexen or an Associated Attorney's services provides no benefit to

a potential Client;
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b. calculating the amount of money that Morgan Drexen or an Associated Attorney

claims a Client will save by working with them, in their communications with a

Client or potential Client;

c. calculating the period of time necessary for a Client to accumulate the funds

necessary to start and complete negotiations with all of a Clients' creditors, in its

communications with a Client or potential Client;

d. enrolling, contracting, entering into an agreement for services, or obtaining

funds from a Client or potential Client;

e. calculating each fee assessed by Morgan Drexen or an Associated Attorney;

f. negotiating with creditors for settlement of a Client's debt including how Morgan

Drexen or an Associated Attorney decides which debt to attempt to settle first and

determine the specific amount that it will settle for in negotiating with a Client's

creditors;

g. whether Morgan Drexen or an Associated Attorney negotiates on behalf of just

one Client at a time, or negotiates for groups of Clients with the same creditor;

h. how much money must be in a Client's account before Morgan Drexen

or an Associated Attorney will initiate contact with a creditor;

i. h ow and when Morgan Drexen or an Associated Attorney decides to

negotiate a lump sum payment rather than installment payments;

j. w h ether any creditors have refused to negotiate with Morgan Drexen

or an Associated Attorney;

k obtaining an advance of funds fi.om Morgan Drexen or an Associated Attorney; 1.

monitoring or managing the accounts from which Clients' monthly payments are

drawn'

m. terminating an agreement or contract with a Client; and

n. seeking remaining fees alleged due from a Client, or refunding fees due to a

Client. 4. All training manuals and training materials for Morgan Drexen employees,

or Associated Attorneys.

10
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5. All telemarketing or other scripts used by Morgan Drexen, Associated Attorneys, or

third parties providing services to Morgan Drexen or Associated Attorneys relating to

Debt Settlement services.

6. Recordings of consumer intake calls.

7. All recordings that are played when a consumer or Client calls Morgan Drexen, Associated

Attorneys, or a third party providing services to Morgan Drexen or Associated Attorneys,

and is put on hold.

8. All advertisements, articles or other marketing materials that have appeared in any

television, radio, print, online, or electronic medium that promote the Debt

Settlement services of Morgan Drexen or Associated Attorneys to consumers.

a. For each of these items, provide copies of any instructions provided to the

media outlet informing it of the date, times, or criteria to run the ads.

9. All agreements, contracts, and Documents related to payments between or among

Associated Attorneys and Morgan Drexen, or between or among Associated Attorneys.

10. All communications between Morgan Drexen and Associated Attorneys concerning

implementation of policies and procedures, Clients, fees, or Morgan Drexen's

contracts with attorneys.

11. All agreements, contracts, or correspondence between either Morgan Drexen or an

Associated Attorney and third parties providing services to either Morgan Drexen or

an Associated Attorney related to Debt Settlement services, including but not

limited to materials relating to:

a. acquiring, providing services to, or terminating services for consumers or Clients;

b. providing or acquiring consumer or Client leads;

c. receiving or processing payments Rom Clients;

d. tracking transactions or otherwise processing accounts for Clients; or

e. receiving phone calls or making phone calls to consumers or Clients.

12. Exemplars of contracts or agreements between Morgan Drexen and all Clients.

13. Exemplars of contracts or agreements between Associated Attorneys and all Clients.

14. Exemplars of all Documents Morgan Drexen or Associated Attorneys provide to

Clients in the provision or offering ofl 1 services to Clients.
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15. Exemplars of each Document provided by Morgan Drexen to each Associated

Attorney, including, but not limited to pleadings, questionnaires, and forms.

16. All welcome letters and Documents with individualized information on Client

debt provided by Morgan Drexen or an Associated Attorney to a Client.

17. All consumer or Client complaints about Morgan Drexen or Associated Attorneys

and any responses to the complaints.

18. Contracts, agreements, or correspondence with creditors that participate in the

"Preferred Creditor Program."

19. All research conducted, financed, or sponsored by Morgan Drexen measuring the

impact that the use of Morgan Drexen's or Associated Attorneys' services has on

Clients' credit scores.

20. All research studies, analyses, or other materials on which Morgan Drexen relies to

provide a reasonable basis for the claims identified in Interrogatory ¹21.

21. The database of information relating to each Client, including:

a. the Client's name and contact information;

b. the creditors to which the Client owes money;

c. the amount of each debt owed by the Client at the time of enrollment;

d. the name of the entity seeking to collect the debt, if different from the creditor;

e. the Client's source and amount of income;

f. any additional debts or monthly financial obligations for each Client;

g. if the debt was settled, the amount of each debt owed by the Client at the time of

debt settlement (including late fees assessed by creditor or debt collector, but

not including any fees assessed by Morgan Drexen or an Associated Attorney);

h. if the debt was not settled, the amount of each debt owed by the Client at the time

Client ceased making payments to Morgan Drexen or an Associated Attorney

through Morgan Drexen (including late fees assessed by creditor or debt collector,

but not including any fees assessed by Morgan Drexen or an Associated Attorney);

i. the APR and monthly penalty fee(s) for each debt at time of enrollment and at

time of settlement or termination of services;

12
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each fee that Morgan Drexen or an Associated Attorney charged the Client prior to

attempting negotiation or settlement of a debt (a.k.a. "engagement fee");

all fees other than the engagement fee that were directly or indirectly charged to

the Client by Morgan Drexen or Associated Attorneys (e.g. monthly fees,

enrollment fee, check fee, settlement fee), including charges by third parties

assessed to the Client's account, and a description of the type of fee, the identity of

the payor and payee, and the date of payment);

1. the total number of months that Morgan Drexen or an Associated Attorney

told Client that it would take to settle his or her debts;

m. each payment made by the Client to Morgan Drexen or an Associated

Attorney, the date of payment, and how the payment was credited or applied;

the terms of all offers of settlement made to or by each creditor, including

whether the settlement was for a lump sum or installments, the date of the

offer, and whether the offer was accepted;

for each proposed settlement from a creditor that was rejected or modified by an

Associated Attorney, the stated reasons for rejecting or modifying such settlement.

p q.
date and amount of each settlement payment;

date, amount, and source of all advances made to Clients by Morgan Drexen or

an Associated Attorney;

r. refunds made to Client;

s. date and content of complaints from the Client about Morgan Drexen or

Associated Attorneys;

whether the Client was sued by a creditor;

u. whether the Client filed for bankruptcy, and if so, when;

V. date of each Client contact with an Associated Attorney, form of the meeting

(e.g. phone, in-person, etc.), and length of meeting;

name of any Associated Attorney who provided services to Client, including

the attorney who opened the account in which the Client's funds are held;

X. notes field connected with Client account.

13
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CERTIFICATE OF COMPLIANCE

, pursuant to 28 U.S.C. $ 1746, declare that:

All of the documents and information required by the enclosed Civil Investigative Demand

which are in the possession, custody, control and knowledge of the person to whom the

demand is directed have been submitted to Lucy Morris or Matt Teich.

If a document or tangible item responsive to this Civil Investigative Demand has not been

submitted, a claim of privilege in compliance with 12 C.F.R. $ 1080.8 has been submitted.

If an interrogatory or a portion of an interrogatory has not been fully answered or a report

or a portion of a report has not been completed, a claim of privilege in compliance with 12

C.F.R. $ 1080.8 has been submitted.

I certify under penalty of perjury that the foregoing is true and correct. Executed on

, 2012.

Signature

Title

14
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DECLARATION CERTIFYING RECORDS OF

REGULARLY CONDUCTED BUSINESS ACTIVITY
Pursuant to 2S U.S.C. g 1746

, pursuant to 28 U.S.C. $ 1746, declare that:

I am employed by as and by reason of

my position am authorized and qualified to certify the authenticity of the records

produced by Morgan Drexen and submitted with this Declaration.

The documents produced and submitted with this Declaration by Morgan Drexen are

true copies of records of regularly conducted activity that were:

a. made at or near the time of the occurrence of the matters set forth, by, or from

information transmitted by, a person with knowledge of those matters;

b. kep t in the course of the regularly conducted business activity; and

c. mad e by the regularly conducted business activity as a regular practice.

I certify under penalty of perjury that the foregoing is true and correct. Executed on

, 2012.

Signature

15
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CID Document Submission Standards

These standards must be followed for all documents you submit in response to the CID.

I. Standards for Submission of Electronically Stored Information (nESI") and Any
Other Documents Submitted in Electronic Form

Before submitting any ESI that does not conform completely to the specifications listed
below, you must confirm with the Bureau that the proposed formats and media types that contain
such ESI will be acceptable. In any event, you are encouraged to discuss your specific form of
submission, and any related questions, at the meet-and-confer required by the CID, or as soon as
is practicable.

a. Media. The following magnetic and other electronic media types are accepted:

1. CD-R CD-ROMs formatted to ISO 9660 specifications;
2. DVD-ROM for Windows-compatible personal computers;
3. USB 2.0 thumb drives for Windows-compatible personal computers;
4. USB 3.0 or USB 3.0/eSATA external hard disk drives, formatted in a Microsoft

Windows-compatible file system (FAT32 or NTFS), uncompressed data; and
I . h i ll l g dl l ll h d I l h I I: I I

media used for archival backup or other purposes such as 4mm and 8mm DAT and
other cassette, mini-cartridge, cartridge, DAT/helical scan tapes, and DLT.

In addition, the following guidelines on media must be observed:

• If more than 5 CDs, DVDs, or thumb drives are required in any combination, an
external hard disk shall be used to submit all ESI; and

• All media sent to the Bureau should be accompanied by appropriate chain of
custody documentation.

b. File and record formats. Any Clearwell 6.6 compatible file types are accepted, and
the below are recommended:

l. Email: The Bureau accepts MS Outlook PST files, MS Outlook MSG files and
Lotus Notes NSF files. Any other format for the electronic submission of email

lh

2. Scanned Documents: For cases that include imaged files, such as scanned paper
documents or converted Native files, the Bureau will accept searchable PDF or
Group IV Tagged Image File Format (TIF or TIFF) files. OCR generated Text
files can also be paired with their TIFF files and loaded so that the TIFF images
will be searchable,

The preferred method of delivery for imaged files is document-level Adobe PDF
files that are text-searchable. If the imaged files are not available in PDF, the
Bureau will accept TIFF/text pairs and other production data sets via an EDRM

1
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XML-compatible load file import. Data flom other litigation support databases
h C d 4 4 l ll b 4 d l i d~ i

For TIFF files that are not accompanied by extracted metadata, the preferred
format is for the TIFF and text files to be produced on a document level where
each document has one TIFF file and one Text file. The TIFF file and Text file
shall have the same file name with the requisite extension of ".tif or ".txt".
Example: ABC000001.tif and ABC000001.txt. These files can be in the same
directory or in separate directories; but the format must be consistent
throughout a case.

If images are delivered in single page TIFF files, where each page of a document
has a separate ".tif file, then an image load file is required. The preferred format
is Opticon (OPT).

For TIFF files that are accompanied by extracted metadata, the data must
be loaded in the EDRM XML file format.

3. Other ESI files: The Bureau accepts word processing Documents in ASCII text,
W ordPerfect version X3 or earlier, or Microsoft Word 2010 version or earlier.

Spreadsheets should be in MS Excel 2010 (*.xls) version or earlier. Database
files should be in MS Access 2010 or earlier. PowerPoint presentations may be
submitted in MS PowerPoint 2010 or earlier. Other proprietary formats for PC
files should not be submitted without prior approval. Files may be submitted
using the compressed ZIP format to reduce size and ease portability. Adobe
Acrobat PDF (*.pdf) may be submitted where the normal business practice
storage method is PDF.

4. D b hl : D b h l y b b 4 d l l h i d~ i •

as delimited ASCII text files, with field names as the first record, or as fixed-
length flat files with appropriate record layout. For ASCII text files, field-level
documentation should also be provided and care taken so that delimiters and
quote characters do not appear in the data. The Bureau may require a sample of
the data to be sent for testing.

c. File collections or anization. Files should be organized by custodian folders.
Within the custodian folder all collected data should be further organized within
'Email,' 'Native Files,' and 'Images' subfolders whenever possible.

You can place the individual custodian folders directly underneath a top level folder
(as shown in Figure 1). In this example the top level folder is CaseName, but it can
be anything that clearly indicates what request the data is submitted in response to.
The top level CaseName folder should contain no data apart Rom the other folders.

An interim folder may be added if you plan to submit data in response to the CID in
batches, L e., not all on the same day. Create an intermediate folder between the case
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and custodians based on the collection date (as shown in Figure 2). In this example,

the top level folder is CaseName but may be anything that clearly indicates what the

data is in response to. The interim folder is CollectionDate, but it may be anything
that clearly indicates when or where the data was collected. The top level CaseName

and interim CollectionDate folders should

r than the folders.
Ca GaseName

0 Collett/xi:tate
0 QrsaName CustcdanlName
Qatochan Name Custodan2Nante
Cushrban2Name Custocion3Na me
Cuslndian3Name Custochan4Name

CustochanSName

Figure 1 Figure 2

It is recommended that you use the format LastName FirstName for custodian
names to make it simple to identify each custodian alphabetically.

d. Document identification and dedu lication.

1 • You are encouraged to perform deduplication of identical ESI documents.

2. All ESI must be submitted with its corresponding metadata, if any.

3. Where only one copy of an identical document is submitted, sufficient metadata

must be submitted, if it exists, to indicate all custodians in possession of each such
document.

4. All documents shall have unique, sequential numbers clearly marked on each

page, if image documents, or as part of the file name, if native documents.

e. Securite,
1, All submissions of ESI to the Bureau must be scanned and free of computer

viruses. In addition, any passwords protecting documents or files must be
removed or provided to the Bureau.

2. Magnetic media shall be carefully packed to avoid damage and must be
clearly marked on the outside of the shipping container:

MAGNETIC MEDIA — DO NOT X-RAY

MAY BE OPENED FOR POSTAL INSPECTION

3. Encryption

A. Data deliveries should be encrypted at the disc level. Encrypted
media or encrypted containers are acceptable.

B. Decryption keys should be provided separately from the data delivery. For

encrypted hard drives, decryption keys should be provided via email or phone.
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For encrypted data delivered via email, decryption keys should at minimum be
sent in a separate email, and preferably by phone or letter.

C. Encryption methods can include TrueCrypt and BitLocker.

f. If any certified submission containing ESI does not conform fully to the requirements
set forth in the foregoing paragraphs a. through e. of this Standard, and the non-
conforming elements of the submission have not been pre-approved by the Bureau,
the company's response to this CID shall be deemed materially defective and non-
responsive, as of the date of the submission.

IL Standards for Submission of Hard Copy Documents

The Bureau strongly encourages you to submit all documents in electronic form. AII

documents kept as ESI in the ordinary course of business, or otherwise currently held in

electronic form, must be submitted in electronic form.

For any documents submitted in hard copy form:

a. original documents shall not be submitted;

b. documents shall be produced in the order in which they appear in your files, without
being shuffled or otherwise rearranged;

c. documents shall have unique, sequential numbers clearly marked on each page; and

d. if documents are removed from their original folders, binders, covers, or containers in
order to be produced, the documents shall be identified in a manner so as clearly to
specify the folder, binder, cover, or container from which such documents came.
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cfpb Consumer Financial
Protection 8ureau

80i L '5treet iUtV, 'Plash'nctton, DC 20036

VIA ELECTRONIC AND FIRST CLASS MAIL

March 30, 2012

Randal M. Shaheen
Venable LLP
575 7th Street, NW
Washington, DC 20004

Dear Mr. Shaheen:

This letter memorializes the negotiated terms of satisfactory compliance

with the Civil Investigative Demand issued to Morgan Drexen by the
Consumer Financial Protection Bureau (the "Bureau" ) on March 13, 2012.

The terms in this letter reflect our discussion at the March 28, 2012 meet
and confer. The production of information and documents in accordance

w ith the modifications described below constitutes compliance with the

CID.

Document Request ¹ 6 is modified so that Morgan Drexen may provide
the Bureau with a sample of recordings of consumer intake calls.

Specifically, Morgan Drexen should produce the first 50 calls recorded

during the week of January 9, 2012. Document Request ¹6 is also

modified to reflect that Morgan Drexen has agreed to provide the script of
prompts that populate the telephone intake tree for all inbound calls to
M organ Drexen. We reserve our right, if w e later deem it necessary, to

seek full compliance with this request as written.

In light of the modifications to Document Request ¹ 6, Interrogatory ¹ 9 is
modified to additionally request that Morgan Drexen identify what
portions of consumer intake calls are recorded and the reason(s) for

recording or not recording the identified portions. Additionally,
Document Request ¹3 is modified to request Documents supporting
Morgan Drexen's c! aim that it only records the disclaimer portion of
consumer intake calls.

Document Request ¹18 is modified so that, to the extent that a contract or
agreement with a creditor that participates in the "Preferred Creditor

consumerfinance.gov
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c;fn Consumer F:nanc ai
Prorecron Bu~ea

1700 6 Str<.nt NW, Washington, DC 20557

Program" is identical to one already being produced, Morgan Drexen can
refer to the contract or agreement produced, and provide: (1) the name(s)

of the additional creditor(s) that signed the contract or agreement, (2) the
name(s) of the signatories, and (3) the date(s) of signature.

You indicated that some information responsive to Document Request

¹ 21(o) and 21(x) may contain a communication providing legal advice
between an attorney and his or her client. As we discussed, Morgan

Drexen may withhold information based on privilege by producing a
privilege log in accordance with the procedures set forth in Bureau Rule of
Investigation 1080.8 (Withholding Requested Material). See 12 CFR
1080.8. This log is due by the final CID production date of May 11, 2012 •

We agree to extend the time within which Morgan Drexen must respond
to certain Interrogatories and Document Requests from the April 13, 2012
date originally set by the CID. The dates for compliance with the CID are
modified as follows:

Due Date Interro atories Document Re uests
April 13, 2012 9,12,13,14,17 3, 4, 5, 9, 11(except for

correspondence), 12, 13, 16,
21

April 27, 2012 3,4,7,11,18,19 2, 6, 7, 8, 1 0, 1 1
(correspondence only), 14,
15, 17, 18, 19

May 11, 2012 2,5,6,8, 10, 15,16,20, 1,20
21, 22

Finally, you had asked the Bureau to limit the timeframe of Document
Request ¹3 to a date after the amendment of the Telemarketing Sales
Rule. The Bureau is not willing to modify the timeframe of the request,
and therefore Morgan Drexen should produce the requested documents

for the stated time period beginning January 1, 2010.

consumerfinance.gov
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Weinberg at 202-435-7688.
if you would like to discuss any of these matters further, please call Wendy

Sincerel

n Markus
Chief of Enforcement
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FIRST RESPONSE OF MORGAN DREXEN, INC.

TO CIVIL INVESTIGATIVE DEMAND

Morgan Drexen, Ino. (" Morgan Drexen" or the "Company" ) hereby responds to the Civil

Investigative Demand ("CID") issued to it by the Consumer Financial Protection Bureau {the

"Bureau" ) on or about March 13, 2012. In accordance with previous discussions with Bureau

staff and subject to the letter dated March 30, 2012 from Kent Markus of the Bureau to Randal

M. Shaheen, attorney for Morgan Drexen, (" March 30 Letter" ), the First CID Response provides

responses to Interrogatories 9, 12, 13, 14, and 17 and Document Requests 3, 4, 5, 9, 11 (except

for correspondence), 1.2, 13, 16, and 21.

Morgan Drexen is providing the information contained in the First CID Response set

forth herein in accordance with the provisions and intent of the Bureau's practice and procedure

rules (the "Rules" ). To the extent that an objection is made to any interrogatory or request for

documents, such objection is noted therein; further, each response is subject to the general

objections set forth in the "General Objections" section below. Any claims of privilege will be

identified in a separate privilege log to be produoed at a later date.

The responses set forth herein are based upon information that has been collected and/or

reviewed for the purpose of responding to these Interrogatories and Requests for Doouments.

Morgan Drexen reserves the right to supplement or modify its responses in the event that it

obtains additional, better, or different information, or should additional faots come to light which

alter or supplement the facts currently known. All information and documents are submitted

pursuant to the confidentiality protections available under the Bureau's Rules of Practice, 12

C.F.R. Pts. 1070 and 1080; the Freedom of Information Act, 5 U.S,C. $ 552(b)(3)(B), 12 C.F.R.

$ 1070,10-1070.23; the Consumer Financial Protection Act, 12 U.S.C. f 5512(c)(6), and any

other applicable statutes, regulations, and rules.
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GENERAL OB JECTIONS

I. Morg an Drexen objects to each and all of the Interrogatories and Requests for

Documents to the extent they seek information and documents which are protected from

disclosure by the attorney-client privilege, work-product doctrine, and/or other applicable

privilege. Morgan Drexen does not waive any protections or privileges by responding to these

Interrogatories and Requests for Documents,

2. Morgan Drexen objects to these Interrogatories and Requests for Documents to

the extent that they seek information that is not relevant to the issues in this matter, Any

inadvertent provision of information or production of documents not related to the issues raised

by this action shall not waive this objection.

3. Morgan Drexen objects to these Interrogatories and Requests for Documents to

the extent that they are unreasonably broad, repetitious, or unduly burdensome.
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RESPONSES TO
INTERROGATORIES

: 'd' '0 (') " '" " " a ' " '
Morgan Drexen, Associated Attorneys, or third parties providing services to Morgan Drexen

or Associated A'ttorneys; the method and format of such recordings; where and for how long

these recordings are stored; who has access to these recordings after they are stored; and the

types of calls recorded,

Response to Interrogatory 9: Morgan Drexen hereby adopts and incorporates by

reference its previous General Objections as if stated fully herein. Furthermore, Morgan Drexen

objects to this Interrogatory on the grounds that it calls for speculation as to whether third

parties, such as Associated Attorneys, record calls with their clients or consumers. Without

waiving any of its general objections, and subject to them, Morgan Drexen hereby responds as

follows:

Per company policy, Morgan Drexen records the following portions of calls with

clients of Associated Attorneys:

• Recording of quality control disclosures by legal intake specialists: Pursuant to the

instructions of Associated Attorneys, Morgan Drexen's legal intake specialists

record the giving of a quality control questionnaire to potential clients of Associated

Attorneys. The questionnaire contains disclosures that are designed by the

Associated Attorneys to ensure that the potential clients are adequately informed of

the terms and risks of legal representation before they make the decision to engage

the Associated Attorneys.

• Recording of requests for termination of legal representation by client services

representatives: Pursuant to the instructions of Associated Attorneys, Morgan
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Drexen's client services representatives record all requests for termination of legal

representation by clients of the Associated Attorneys.

• Recordings of requests by the clients of Associated Attorneys to alter the terms of

legal representation by client services representations: Pursuant to the instructions

of Associated Attorneys, when a client of an Associated Attorney requests to

modify the terms and conditions of legal representation (i,e,, add/remove accounts,

permanently lower/increase monthly Automated Clearing House ("ACH")

payments, add/remove co-clients, add/remove authorized persons, etc,), Morgan

Drexen's client services representatives record the request for modification.

• Recordings of an Associated Attorney client 's decision to decline an in-person

consultation with the Associated Attorney by client services representatives: For

Associated Attorneys who offer the option for an in-person consultation with their

clients, and pursuant to the instructions of Associated Attorneys, Morgan Drexen

records an Associated Attorney client's statement declining the option of an in-

person consultation.

• Recordings of an Associated Attorney client 's decision to settle a non-legal account

when there is an outstanding legal account by client services representatives:

Pursuant to the instructions of Associated Attorneys, an account against which a

creditor has initiated legal proceedings is generally prioritized for settlement

purposes; however, if a creditor for a non-legal account approaches Morgan Drexen,

the Associated Attorney, or the Associated Attorney's client with an offer of

settlement, Morgan Drexen's client services representatives record the Associated
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Attorney client's agreement to move forward with settling the account despite the

fact that legal proceedings have been initiated to collect on another account.

• Recordings of an Associated Attorney client 's decision to include a secured account

by client services representatives: Pursuant to the instructions of Associated

Attorneys, Morgan Drexen's client services representatives record an Associated

Attorney client's request for his or her Associated Attorney to assist with a secured

debt; (Associated Attorneys generally only assist their clients with settling

unsecured debt.) Morgan Drexen forwards the recording, along with the

information for the secured debt, to the Associated Attorney for their decision on

whether to represent the client in the settlement of the secured debt.

Recordings of an Associated Attorney client 's decision to continue with legal

representation by the Associated Attorney by client services representatives:

Pursuant to the instructions of Associated Attorneys, if a former client of an

Associated Attorney, or a current client whose termination request is still being

processed, changes his or her mind and wishes to resume the legal representation by

the Associated Attorney, Morgan Drexen's client services representatives record the

confirmation that the Associated Attorney's client wishes to resume his or her legal

representation by the Associated Attorney.

• Re cording of an Associated Attorney client 's consent to settle an account by client

services representatives: Once an offer of settlement from a creditor is reviewed

and accepted by an Associated Attorney, Morgan Drexen is required by the

Associated Attorney to inform his or her client of the terms of the offer of
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settlement and record the Associated Attorney client's acceptance of the terms of

settlement.

• Recordings of transfer of legal representation by client services representatives:

Morgan Drexen's client services representatives are required by the Associated

Attorneys to record when an Associated Attorney client transfers legal

representation from one attorney to another, whether at the request of the Associated

Attorney client or the Associated Attorney.

• Recordings of Associated Attorney clients who terminate legal representation while

there is an ongoing installment settlement under way by client services

representatives: If an Associated Attorney client wishes to terminate legal

representation while there is an installment settlement underway, the Associated

Attorneys require Morgan Drexen's client services representatives to administer a

recording to the Associated Attorney client that he or she may lose the installment

settlement if he or she proceeds with the termination of legal representation.

Morgan Drexen does not record calls with clients of Associated Attorneys in their

entirety. Rather, Morgan Drexen records only those portion of calls with clients of

Associated Attorneys described above. By way of example, if an Associated Attorney

client calls Morgan Drexen to request the lowering of his or her monthly ACH payment,

Morgan Drexen records only the portion of the call where the client services representative

confirms the lowering of the monthly ACH payment, If, during the same call, the

Associated Attorney client requests a copy of the Attorney/Client Agreement, Morgan
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Drexen does not record that portion of the call. All recordings are performed with the

knowledge and consent of the Associated Attorney client. See Response to Document

Request No. 5 for a copy of the scripts used during these recorded calls.

All of the recordings described above are recorded telephonically in .vox format

The recordings are uploaded to the Associated Attorney clients' file in Morgan Drexen's

proprietary software — Morgan Drexen Integrated Systems ("MDIS") — and stored

indefinitely. The recordings are available for review by agents of Morgan Drexen and the

Associated Attorney(s) responsible for the legal representation of the client.

January 1, 2007 to the date of your response, and state for each all titles and positions held
while with Morgan Drexen, the dates the employee held each such title or position, and the
reason for termination of employment.

Response to Interrogatory 12; Morgan Drexen hereby adopts and incorporates by

reference its previous General Objections as if stated fully herein. Without waiving any of its

general objections, and subject to them, Morgan Drexen hereby responds as follows:

See Exhibit I for an excel spreadsheet containing the names, title, date of hire and date of

termination (where applicable) for former and current employees of Morgan Drexen from

January 1, 2007 through April 6, 2012.

transacted business with Morgan Drexen, and the nature of their association with Morgan
Drexen (e.g. acted as "engagement attorneys," or "local attorneys").

Response to Interrogatory 13: Morgan Drexen hereby adopts and incorporates by

reference its previous General Objections as if stated fully herein. Morgan Drexen further
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objects to this Interrogatory on the grounds that the phrase "transacted business" is vague and

ambiguous and requires subjective judgment, speculation, and/or legal interpretation as to its

meaning. Without waiving any of its general objections, and subject to them, and assuming that

the Interrogatory refers to all Associated Attorneys irrespective of whether the Company is in a

contractual relationship with the Associated Attorneys, Morgan Drexen hereby responds as

follows:

See Exhibit 2 for an excel spreadsheet containing the names of all Associated Attorneys,

their last known address, the dates during which Morgan Drexen provided support services to the

Associated Attorneys, and whether the Associated Attorneys contractually engaged the services

of Morgan Drexen or served only as a! ocal counsel contracted with Howard Law, P.C.

attorneys and the role of each category of attorneys in providing Debt Settlement or legal
services to Clients,

Response to Interrogatory 14: Morgan Drexen hereby adopts and incorporates by

reference its previous General Objections as if stated fully herein. Morgan Drexen further

objects to this Interrogatory on the grounds that the phrase "legal services" is vague and

ambiguous, and requires subjective judgment, speculation, and/or legal interpretation as to its

meaning. All services to be performed by the Associated Attorneys pursuant to the terms of the

Attorney/Client Agreement executed between the Associated Attorneys and their clients,

including "debt settlement" services as defined by the CID, are provided within an attorney-

client relationship and constitute "legal services," Furthermore, Morgan Drexen objects to this

Interrogatory on the grounds that it calls for speculation as to the meaning of the terms "role"
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and/or "responsibilities" with respect to the Associated Attorneys. Morgan Drexen provides

back office support services to the Associated Attorneys; the Company does not dictate the

"role" and/or "responsibilities" of the Associated Attorneys. Without waiving any of its. general

objections, and subject to them, Morgan Drexen hereby responds as follows:

With respect to the Associated Attorneys' relationship to Morgan Drexen, an

"engagement attorney" is an attorney who enters into a contractual relationship with the

Company for support services. The "engagement attorney" pays Morgan Drexen for all services

rendered by the Company. Morgan Drexen does not have a contractual relationship with "local

attorneys." The Company provides back office support services to "local attorneys" only on

matters in which "local attorneys" are providing assistance to "engagement attorneys."

The Company understands that the Attorney/Client Agreement is executed between the

"engagement attorneys" and their clients; therefore, the "engagement attorneys" determine

whether or not to represent the client. Moreover, in states where the "engagement attorneys" are

not licensed to practice law, the "engagement attorneys" associate with "local attorneys" licensed

to practice law in the state. The "local attorneys" assist the "engagement attorneys" in

performing all services that the state bar would require a licensed attorney to perform, It is

Morgan Drexen's understanding that, in those circumstances, both the "engagement attorneys"

and "local attorneys" are equally responsible for the legal representation of their clients and both

are responsible for supervising Morgan Drexen. Those responsibilities are governed by the

terms of the agreement with the law firm client and the applicable state. supreme court's Rules of

Professional Conduct.
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from Morgan Drexen to an Associated Attorney; from which payments were made from an

Associated Attorney to Morgan Drexen; and in which Clients' funds are deposited. For
each such account, identify:

a. w ho is authorized to withdraw funds from the account;

b, the name on the account;

c. the type of account, including whether it is an interest bearing account; and
d, any agreements (other than those with the bank itself) that govern the

management of the funds in the account.

Response to Interrogatory 17: Morgan Drexen hereby adopts and incorporates by

reference its previous General Objections as if stated fully herein. Without waiving any of its

general objections, and subject to them, Morgan Drexen hereby responds as follows;

Morgan Drexen does not make payments to Associated Attorneys. See Exhibit 3 for

an excel spreadsheet containing the information on various bank accounts opened by

"engagement attorneys."

10
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RESPONSES TO

RE UESTS FOR DOCUMENTS

Document Re uest 3: All Documents relating to Morgan Drexen's policies and procedures
relating to the provision of Debt Settlement services to consumers or Clients, including, but
not limited to the following:

a. determining potential Clients' eligibility for Morgan Drexen or an Associated
Attorney's services, including the amount or type of debt below which Morgan
Drexen or an Associated Attorney's services provides no benefit to a potential
Client;

b, calculating the amount of money that Morgan Drexen or an Associated Attorney
claims a Client will save by working with them, in their communications with a
Client or potential Client;

c, calculating the period of time necessary for a Client to accumulate the funds
necessary to start and complete negotiations with all of a Clients' creditors, in its
communications with a Client or potential Client;

d. enrolling, contracting, entering into an agreement for services, or obtaining
funds from a Client or potential Client;

e. calculating each fee assessed by Morgan Drexen or an Associated Attorney;

f. negotiating with creditors for settlement of a Client's debt including how
Morgan Drexen or an Associated Attorney decides which debt to attempt to
settle first and determine the specific amount that it will settle for in negotiating
with a Client's creditors;

g. whether Morgan Drexen or au Associated Attorney negotiates on behalf of just
one Client at a time, or negotiates for groups of Clients with the same creditor;

h. how much money must be in a Client's account before Morgan Drexen or an

Associated Attorney will initiate contact with a creditor;
i, how and when Morgan Drexen or an Associated Attorney decides to negotiate a

lump sum payment rather than installment payments;

j. whether any creditors have refused to negotiate with Morgan Drexen or an

Associated' Attorney;
k, obtaining an advance of funds from Morgan Drexen or an Associated Attorney;

L monitoring or managing tge accounts from which Clients' monthly payments are
drawn;

m. terminating an agreement or contract with a Client; and
n, seeking remaining fees alleged due from a Client, or refunding fees due to a

Client.

Response to Document Request 3: Attached, please find a copy of the requested

policies and procedures — documents bates labeled MD000001 — MD000840. Morgan Drexen's

11
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discovery into this matter is continuing and the Company reserves the right to supplement this

response at a later date.

Document Re uest 4: All training manuals and training materials for Morgan Drexen
employees, or Associated Attorneys,

Response to Document Request 4: Attached, please find the requested documents bates

labeled MD000841 — MD000961. The Company respectfully requests that the Bureau also refer

to the documents produced in response to Document Request No. 3. Morgan Drexen's discovery

into this matter is continuing and the Company reserves the right to supplement this response at a

later date.

Document Re uest 5: All telemarketing or other scripts used by Morgan Drexen,
Associated Attorneys, or third parties providing services to Morgan Drexen or Associated
Attorneys relating to Debt Settlement services.

Response to Document Request 5With respect to "telemarketing" scripts, after a

diligent search and reasonable inquiry into this matter, the Company is not in possession of, nor

has the Company ever been in possession of the requested documents.

With respect to all other scripts, please find attached a copy of the scripts utilized by

Morgan Drexen bates labeled MD000962 — MD000986. The Company respectfully requests that

the Bureau refer also to the documents provided in response to Document Request No. 3.

Discovery on this matter is continuing and Morgan Drexen reserves the right to supplement this

response at a later date.

12
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Document Re uest 9: All agreements, contracts, and Documents related to payments

between or among Associated Attorneys and Morgan Drexen, or between or among
Associated Attorneys,

Response to Document Request 9: Attached, please find a copy of the following

documents: (1) Engagement Agreements executed between Engagement Counsels and Morgan

Drexen bates labeled MD000987 — MD001002, and (2) Local Counsel Agreements executed

between Local Counsels and Howard Law, P.C. (formerly Howard ~ Nassiri, P.C.), bates labeled

MD001003 — MD001008. Discovery on this matter is continuing and Morgan Drexen reserves

the right to supplement this response.

Document Re uest 11: All agreements, contracts, or correspondence between either

Morgan Drexen or an Associated Attorney and third parties providing services to either
Morgan Drexen or an Associated Attorney related to Debt Settlement services, including
but not limited to materials relating to:

a. acquiring, providing services to, or terminating services for consumers or
Clients;

b. providing or acquiring consumer or Client leads;
c. receiving or processing payments from Clients;
d, tracking transactions or otherwise processing accounts for Clients; or
e. receiving phone calls or making phone calls to consumers or Clients.

Response to Document Request 11:

Neither Morgan Drexen, nor to the best of its knowledge, any Associated Attorneys

engages third parties to acquire or provide services for consumer or Associated Attorney clients

or consumer or Associated Attorney client leads; to terminate services for consumers or

Associated Attorney clients; to receive or process payments from Associated Attorney clients; or

to track transactions or process accounts for Associated Attorney clients. Discovery on this

matter is continuing and Morgan Drexen reserves the right to supplement this response.

13
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Document Re uest 12: Exemplars of contracts or agreements between Morgan Drexen

and all Clients.

Response to Document Request 12: Morgan Drexen has no documents responsive to

this Request.

/Document Re uest 13: Ezemptars of contracts or agreements between Associated

Attorneys and all Clients.

Response to Document Request 13; Attached, please find a copy of the requested

documents bates labeled, MD001009 — MD001030.

/D ocument Re uest 16: All welcome letters and Documents with individualized information
on Client debt provided by Morgan Drexen or an Associated Attorney to a Client.

Response to Document Request 16: Morgan Drexen objects to this request inasmuch as

the request seeks information protected by the attorney-client privilege, Without waiving this

objection, the Companywill provide an exemplar of the welcome kit sent by Morgan Drexen on

behalf of the Associated Attorneys. Attached, please find a copy of the document bates labeled,

MD001031 — MD001042.

Re uest 21; The database of information relating to each Client, including;
as the Client's name and contact information;
b. the creditors to which the Client owes money;
C. the amount of each debt owed by the Client at the time of enrollment;
d, the name of the entity seeking to collect the debt, if different from the creditor;
e. the Client's source and amount of income;
f. any additional debts or monthly financial obligations for each Client;

14
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g if the debt was settled, the amount of each debt owed by the Client at the time of
debt settlement (including late fees assessed by creditor or debt collector, but not
including any fees assessed by Morgan Drexen or an Associated Attorney);

h, if the debt was not settled, the amount of each debt owed by the Client at the
time Client ceased making payments to Morgan Drexen or an Associated
Attorney through Morgan Drexen (including late fees assessed by creditor or
debt collector, but not including any fees assessed by Morgan Drexen or an

Associated Attorney);
the APR and monthly penalty fee(s) for each debt at time of enrollment and at
time of settlement or termination of services;
each fee that Morgan Drexen or an Associated Attorney charged the Client prior

to attempting negotiation or settlement of a debt (a.k.a. "engagement fee");
k. all fees other than the engagement fee that were directly or indirectly charged to

the Client by Morgan Drexen or Associated Attorneys (e,g. monthly fees,
enrollment fee, check fee, settlement fee), including charges by third parties
assessed to the Client's account, and a description of the type of fee, the identity
of the payor and payee, and the date of payment);

the total number of months that Morgan Drexen or an Associated Attorney told
Client that it would take to settle his or her debts;

— m. each payment made by the Client to Morgan Drexen or an Associated Attorney,

the date of payment, and how the payment was credited or applied;
n, the terms of all offers of settlement made to or by each creditor, including

whether the settlement was for a lump sum or installments, the date of the offer,
and whether the offer was accepted;

o. for each proposed settlement from a creditor that was rejected or modified by an
Associated Attorney, the stated reasons for rejecting or modifying such
settlement;

p q.
date and amount of each settlement payment;
date, amount, and source of all advances made to Clients by Morgan Drexen or

an Associated Attorney;
refunds made to Client;

s. date and content of complaints from the Client about Morgan Drexen or
Associated Attorneys;
whether the Client was sued by a creditor;

u. whether the Client filed for bankruptcy, and if so, when;

date of each Client contact with an Associated Attorney, form of the meeting
(e.g. phone, in-person, etc.), and length of meeting;

WI name of any Associated Attorney who provided services to Client, including the
attorney who opened the account in which the Client's funds are held;

notes field connected with Client account.

15
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Response to Document Request No, 21: Morgan Drexen objects to this request

inasmuch as the request seeks information protected by the attorney-client and attorney work

product privileges. As the back office support for the Associated Attorneys, Morgan Drexen is

under a duty to protect the confidentiality of clients of the Associated Attorneys. Without

waiving these objections, Morgan Drexen will comply with this request to the extent permissible

by law. See Exhibits 4, 5 and 6 which contain the non-privileged information required under

subparts (a), (e) and (f), bates labeled MD001043 — MD001045. With regard to subpart (a)

Morgan Drexen has provided a unique identifier for each Associated Attorney client in its

database. Morgan Drexen is in the process of consulting with its Associated Attorneys regarding

this subpart and any potential privilege objection that may apply. At an appropriate time the

Company will assert a privilege objection by means of a privilege log entry or produce the

requested information in whole or in part. With regard to the remaining subparts of this request,

Morgan Drexen intends to supplement its response on an ongoing basis.

Dated: April 13, 2012

Respectfully submitted,

/s/ Randal M. Shaheen

Randal M. Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.
Washington, D.C. 20004
(202) 344-4488

Counsel for Morgan Drexen, Inc,
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VEXeLE„, 575 SEVENTH STREET NW WASHINGTON, DC 20004

T 202.344.4000 F 202.344.8300 www.Venable.corn

April 23, 2012

VIA ELECTRONIC AND HAND DELIVER Y

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
1500 Pennsylvania Avenue, N.W.
Attn: 1750 Pennsylvania Avenue, N.W., 10th Floor
Washington, D.C. 20220

Re: S econd Response to Civil Investigative Demand Issued to Morgan Drexen, Inc,

Dear Ms. Weinberg:

On behalf of our client, Morgan Drexen, Inc., please find enclosed a CD-ROM with
information responsive to Interrogatories 21(b), (c), and (d) of the Civil Investigative Demand
("CID") issued to Morgan Drexen by the Consumer Financial Protection Bureau (the "Bureau" )
on or about March 13, 2012, as amended by your letter dated March 30, 2012.

Any communications relating to this inquiry, as well as the documents accompanying or
related to those communications and the information contained in the accompanying materials,
constitute sensitive and proprietary business information of Morgan Drexen and are confidential.
All such materials are intended only for review by Bureau staff. Accordingly, we request that
they receive the highest level of protection for confidentiality available under the Bureau's Rules
of Practice, 12 C.F.R. Pts. 1070 and 1080; the Freedom of Information Act, 5 U.S.C. )
552(b)(3)(B), 12 C.F.R. f 1070.10-1070,23; the Consumer Financial Protection Act, 12 U.S,C. $
5512(c)(6), and any other applicable statutes, regulations, and rules.

Morgan Drexen reserves the right to change, amend, or supplement the enclosed
information or documents if it becomes aware of additional information, and hereby preserves all
evidentiary and other objections incident to this investigation, Morgan Drexen does not by this
reservation undertake any obligation of supplementation or amendment,
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VENABLE„,

Wendy Weinberg, Esq.
April 23, 2012
Page 2

Morgan Drexen and its counsel are committed to cooperating with the Bureau in
connection with the CID and addressing any issues raised by the Bureau. To that end, please do
not hesitate to contact us should you have any questions about the enclosed materials,

Respectfull submi e

„/

Randal M. Shaheen
Andrew E. Bigart
Venable LLP
S75 7th Street, N.W.
Washington, D.C. 20004
202.344A488
202.344.4323

Counsel for Morgan Drexen, Inc.
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1700 C> .'>tre > t i'iW, Wn,i>in~>nn, i)C: r'(!c>!>?

April 24, 2012

Randal M. Shaheen, Partner
Venable LLP
575 7th Street, NW
Washington, DC 20004

Re: Morgan Drexen

Dear Randy:

I am writing to address several deficiencies in Morgan Drexen's April 13<
and April 16'" responses to the Bureau's March 13, 2012 Civil

Investigative Demand ("CID"), The production does not comply with the
CID or the production schedule we agreed to at our meeting of March 28,

2012, as memorialized in the March 30, 2012 letter from Enforcement
Director Markus. Specifically, Morgan Drexen's production has the
following deficits:

Document R uests:

I. Document Request 21: The most fundamental failure in Morgan
Drexen's production concerns its response to Document Request 21.

During our March 28 meeting you expressed privilege concerns only

about the following subparts of Document Request 21:

(a) the Client's name and contact information;
(o) for each proposed settlement Gom a creditor that was
rejected or modified by an Associated Attorney, the stated
reasons for rejecting or modifying such settlement; and
(x) notes field connected with Client account.

You also stated that if Morgan Drexen was going to have any difficulty
responding to this request, you would let me know by March 30'".
You did not contact me by that date with any concerns. On the April
13 due date, however, rather than producing material responsive to the
21 remaining subparts, Morgan Drexen produced only a partial

consumerfinence.gov
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response to three subparts of Document Request 21. On Friday
evening, April 20, 2012, you indicated via email that you would be
sending three additional fields on Monday, April 23rd and another two
to three fields by the end of this week. We did not agree to this
piecemeal production schedule, and you have provided no explanation
for your failure to comply with the production schedule. If there is
some technical reason that Morgan Drexen cannot comply with the
originally agreed to timeline, I would renew our request to have
Morgan Drexen's technical team explain this to our technical team.
Otherwise, the Bureau requests production of the remaining subparts by
April 27, 2012.

Document Request 16: Document Request 16 requests "All welcome
letters and Documents with individualized information on Client debt
provided by Morgan Drexen or an Associated Attorney to a Client."
Morgan Drexen has produced only an exemplar of a welcome packet
with no individualized client information. The Bureau requests that
M organ Drexen produce the individualized welcome packets and any

other materials responsive to this request by April 27, 2012.

3. Document Request 9: Document Request 9 asks for "All agreements,
contracts, and Documents related to payments between or among

Associated Attorney and Morgan Drexen, or between or among
Associated Attorneys." You have produced some form contracts but no
other relevant documents. Further, the document that begins with
Bates number 000987 refers to "Exhibit A" and "Exhibit B," neither of
which Morgan Drexen provided in the production. The Bureau
requests production of the missing documents by April 27, 2012.

Document Request 6: At the March 28 meeting, you indicated that
Morgan Drexen only records the disclaimers that it recites to
consumers. Based upon that representation, the Bureau modified its
Document Request 6, which originally asked for all recordings o f
consumer intake calls, to seek only a sample of such recordings (the
first 50 recorded during the week of January 9, 2012), and the script of

prompts that populate the telephone intake tree for all inbound calls to
Morgan Drexen. In your response you now indicate that Morgan
Drexen records nine other categories of calls as well. Accordingly, the
Bureau now seeks the first 50 calls recorded during the week of

cor>sumerfinar>ce.gov
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January 9, 2012 for each of the additional nine categories as well. The
time period for these calls should be fi'om January 9, 2012 onward, as
necessary to aggregate 50 calls in each category. Morgan Drexen

should produce these with the other recordings on April 27, 2012.

Document Request 5: Document Request 5 asks for "All
telemarketing scripts used by Morgan Drexen, Associated Attorneys, or
third parties providing services to Morgan Drexen or Associated
Attorneys relating to Debt Settlement Services," In your response, you
only provide disclaimer scripts, and fail to provide any telemarketing
scripts. The Bureau requests that you remedy this deficiency by April
27, 2012.

Document Request 4: In the PowerPoint presentation that you
provided in response to Document Request 4, which asks for training
manuals and materials, much of the presentation is obscured by large
black shapes. These appear to be unrelated to any redaction based on an

assertion of privilege. The Bureau requests that Morgan Drexen
produce a readable version of this presentation by April 27, 2012.

Interro atories:

Interrogatory 17: Interrogatory 17 asks that you identify "each bank
or trust account Rom which payments were made fiom Morgan Drexen
to an Associated Attorney; &om which payments were made fiom an
Associated Attorney to Morgan Drexen; and in which Clients' Rnds
are deposited." Morgan Drexen has indicated in its response that
"Morgan Drexen does not make payments to Associated Attorneys."
You have not responded to that portion o f the Interrogatory seeking
information on payments Rom Associated Attorneys to Morgan
Drexen. Further, you failed to respond to subpart (d), which requests
information on agreements that govern the management of funds in the
identified bank accounts. Finally, you have failed to respond to subpart
(a), which requires you to identify who is authorized to withdraw funds
Rom the account.

8. Interrogatory 13: Interrogatory 13 requires Morgan Drexen to
"Identify all Associated Attorneys, the dates during which they have
transacted business with Morgan Drexen, and the nature of their
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association with Morgan Drexen (e.g. acted as "engagement attorneys"
or "local attorneys")." Based upon preliminary research we have

undertaken, your response to Interrogatory 13 appears to be incomplete.
For instance Tammy Zoppo, an attorney who publicly lists herself as
having worked for Morgan Drexen, was not on the list provided by
Morgan Drexen.

9. Interrogatory 12: Finally, in your response to Interrogatory 12 you
failed to provide the last known home address for former employees,
and failed to identify the reason for termination of employment, as
required per the definition of "identify" in the CID.

In light of Morgan Drexen's unacceptable failure to provide the materials
described above, it is critical that you produce them immediately and in
any event by the close of business on Friday, April 27, 2012. The
deficiencies identified by the Bureau are based on our initial review and
we reserve the right to amend this list as necessary in the future.

Sincerely,

Wendy J. einberg
Enforcement Attorney

consurnerfinance.gov
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VENABLE„, 575 SEVENTH STREET NW WASHINGTON, DC 20004
T 202.344.4000 F 202.344.0300 www.Venable.corn

April 27, 2012

VIA ELECTRONIC AND HAND DELIVERY

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
1500 Pennsylvania Avenue, N.W.
Attn: 1750 Pennsylvania Avenue, N.W., 10th Floor
Washington, D.C. 20220

Re: Thi rd Response to Civil Investigative Demand Issued to Morgan Drexen, Inc.

Dear Ms. Weinberg:

On behalf of our client, Morgan Drexen, Inc., we submit the enclosed information and
materials in response to the Civil Investigative Demand ("CID") issued to Morgan Drexen by the
Consumer Financial Protection Bureau (the "Bureau" ) on or about March 13, 2012, as amended
by your letter dated March 30, 2012. In accordance with previous discussions with you, and as
set forth in your March 30 letter, the enclosed materials respond to Interrogatories 3, 4, 7, 11, 18,
and 19 and Document Requests 2, 6, 7, 8, 10, 11, 14, 15, 17, 18, 19, and 21.

Any communications relating to this inquiry, as well as the documents accompanying or
related to those communications and the information contained in the accompanying materials,
constitute sensitive and proprietary business information of Morgan Drexen and are confidential.
All such materials are intended only for review by Bureau staff. Accordingly, we request that
they receive the highest level of protection for confidentiality available under the Bureau's Rules
of Practice, 12 C.F.R. Pts. 1070 and 1080; the Freedom of Information Act, 5 U.S.C. $
552(b)(3)(B), 12 C.F.R. $ 1070.10-1070.23; the Consumer Financial Protection Act, 12 U.S.C. $
5512(c)(6), and any other applicable statutes, regulations, and rules.

Morgan Drexen reserves the right to change, amend, or supplement the enclosed
information or documents if it becomes aware of additional information, and hereby preserves all
evidentiary and other objections incident to this investigation. Morgan Drexen does not by this
reservation undertake any obligation of supplementation or amendment.
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Wendy Weinberg, Esq.
April 27, 2012
Page 2

Morgan Drexen and its counsel are committed to cooperating with the Bureau in
connection with the CID and addressing any issues raised by the Bureau. To that end, please do
not hesitate to contact us should you have any questions about the enclosed materials.

Respectfully s bmitted,

Randal M. Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.
Washington, D.C. 20004
202.344A488
202.344.4323

Counsel for Morgan Drexen, Inc.
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THIRD RESPONSE OF MORGAN DRKXKN, INC.

TO CIVIL INVESTIGATIVK DEMAND

Morgan Drexen, Inc. (" Morgan Drexen" or the "Company" ) hereby responds to the Civil

Investigative Demand ("CID") issued to it by the Consumer Financial Protection Bureau (the

"Bureau" ) on or about March 13, 2012. In accordance with previous discussions with Bureau

staff and subject to the letter dated March 30, 2012 from Kent Markus of the Bureau to Randal

M. Shaheen, attorney for Morgan Drexen, (" March 30 Letter" ), the Third CID Response

provides responses to Interrogatories 3, 4, 7, 11, 18, and 19 and Document Requests 2, 6, 7, 8,

10, 11, 14, 15, 17, 18, 19, and 21.

In addition, the Company is in receipt of your April 24, 2012 letter. The Company is

working diligently and with all reasonable efforts to respond to the Bureau's voluminous

requests, including responding in part to various requests where it has discovered that it is not

reasonably possible to fully respond on the timetable contemplated by the Bureau. The

Company intends to continue to cooperate with this inquiry and expend best efforts to respond to

the Bureau's requests in as timely and as fulsome a manner as is reasonably possible. The

Company believes that the timeliness and speed of its response likely equals or exceeds that of

other similarly situated companies that the Bureau may be investigating. If that is not the case,

we would appreciate your letting us know. To the extent that your April 24, 2012 letter

highlights deficiencies or incompleteness in some of the Company's responses to date, the

Company intends to correct those deficiencies or complete its responses as soon as is reasonably

possible. With regard to Document Request No. 5, however, your letter states that the Company

failed to provide any telemarketing scripts. The Company's April 12 Response stated that after a

"diligent search and reasonable inquiry" the Company had not been able to locate any such

scripts.
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CONFIDENTIAL

Morgan Drexen is providing the information contained in the Third CID Response set

forth herein in accordance with the provisions and intent of the Bureau's practice and procedure

rules (the "Rules" ). To the extent that an objection is made to any interrogatory or request for

documents, such objection is noted therein; further, each response is subject to the general

objections set forth in the "General Objections" section below. Any claims of privilege will be

identified in a separate privilege log to be produced at a later date.

The responses set forth herein are based upon information that has been collected and/or

reviewed for the purpose of responding to these Interrogatories and Requests for Documents.

Morgan Drexen reserves the right to supplement or modify its responses in the event that it

obtains additional, better, or different information, or should additional facts come to light which

alter or supplement the facts currently known. All information and documents are submitted

pursuant to the confidentiality protections available under the Bureau's Rules of Practice, 12

C.F.R. Pts. 1070 and 1080; the Freedom of Information Act, 5 U.S.C. f 552(b)(3)(B), 12 C.F.R.

$ 1070,10-1070.23; the Consumer Financial Protection Act, 12 U.S.C. $ 5512(c)(6), and any

other applicable statutes, regulations, and rules.

GENERAL OB JECTIONS

1. Mor gan Drexen objects to each and all of the Interrogatories and Requests for

Documents to the extent they seek information and documents which are protected from

disclosure by the attorney-client privilege, work-product doctrine, and/or other applicable

privilege. Morgan Drexen does not waive any protections or privileges by responding to these

Interrogatories and Requests for Documents.
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CONFIDENTIAL

2. M org an Drexen objects to these Interrogatories and Requests for Documents to

the extent that they seek information that is not relevant to the issues in this matter. Any

inadvertent provision of information or production of documents not related to the issues raised

by this action shall not waive this objection.

3. M organ Drexen objects to these Interrogatories and Requests for Documents to

the extent that they are unreasonably broad, repetitious, or unduly burdensome.
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RESPONSES TO
INTERROGATORIES

I~ 3: D it h * ph g
'

i * f M g D
identifying all parents, subsidiaries, unincorporated divisions, joint ventures, and affiliates.
For Morgan Drexen and each identified parent, subsidiary, unincorporated division, joint
venture, and affiliate state the following:

a. the correct legal name and principal place of business;
b. all trade names under which it has done business;
c. the date of organization and jurisdiction where organized;

d. the type of business in which it engages;
e. the nature of the relationship to Morgan Drexen (e.g., wholly owned subsidiary,

'partially owned subsidiary, parent, affiliate, etc.);

f. the date, if any, that it ceased to operate and the reason(s) for such;
g. the names and titles of all officers, directors, and principal stakeholders or

owners;
h. dates on which any individual became an officer, director, stockholder or owner,

or ceased affiliation; and

i. for each officer, director, and stockholder, identify the nature of his or her
financial interest.

Response to Interrogatory 3: Morgan Drexen, Inc. is an independent company with no

subsidiaries, unincorporated divisions, joint ventures, or affiliates.

a. Morgan Drexen, Inc. 675 Anton Boulevard, Costa Mesa, CA 92626.
b. Morgan Drexen, Inc, Morgan Drexen, Morgan Drexen Integrated Systems, and

Morgan Drexen V.C.
c. March 20, 2007, Nevada.
d. Morgan Drexen is a software development company that integrates its proprietary

software, Morgan Drexen Integrated Systems with paraprofessional and
administrative support services to generate greater efficiencies and productivity.

e. Not applicable.
f. Not applicable.
g. The names and titles of all officers, directors and principal stakeholders or owners of

Morgan Drexen are as follows:
i. Bo ard of Director:

1. Walter Ledda — President (May 21, 2007 — Present)
2. Rita Augusta — Secretary (May 21, 2007 — Present)

ii. O f fi cers:
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1. Walter Ledda — President and Chief Executive Officer (May 21, 2007-
Present)

2. David Walker — Chief Financial Officer (November 8, 2010 — Present)
3. Rita Augusta — Chief Operating Officer (May 18, 2007 — Present)

iii. S hareholders:
1. Walter Ledda: 76.4%
2. Avi Gupta: 14.4%
3, Mark Kruitbosch: 5.2%
4. Rita Augusta: 4.1%

h. Please refer to the dates provided in subsections (g) above.
i. See response to 3(g)(iii).

I ~ b I d ltl bb I , I II I d d h
provision of Debt Settlement services, in which Walter Ledda, or any of the officers,

directors or owners of Morgan Drexen identified above has an ownership or financial
interest.

Response to Interrogatory 4: Morgan Drexen objects to this interrogatory to the extent

that the interrogatory creates the inference that Morgan Drexen, Inc. acts as a provider of Debt

Settlement services. Without waiving this objection, Morgan Drexen responds as follows:

Neither Walter Ledda nor any of the officers, directors, or owners of Morgan Drexen has an

ownership or financial interest in any business, trust or entity related or connected to the

provision of Debt Settlement services.

I ~ I : b Ib h I I I h dl l l I I I bl I
(e.g. Office of Legal Liaison).

Response to Interrogatory 7:

Accounting: The Accounting Department is responsible for performing all general

accounting functions for Morgan Drexen, such as payroll and processing payments to outside

vendors. Additionally, the Accounting Department provides accounting support to the

engagement counsels with whom Morgan Drexen contracts. By way of example, the Accounting
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Department is responsible for performing trust reconciliations to ensure that all funds belonging

to law firm clients are properly accounted for. Moreover, the Accounting Department assists law

firm clients with their questions and/or concerns regarding the balance of theirattorney-client

trust accounts, fees assessed by the attorneys, and payments made to creditors.

Client Services: The Client Services Department staff function as receptionists and

secretaries for the attorneys that Morgan Drexen supports. The Client Services Department is

the initial point of contact for law firm clients and directs law firm clients to the proper

departments and/or personnel to answer any non-legal questions or concerns the law firm clients

may have. By way of example, if a law firm client has a legal question and wishes to speak with

his or her attorney, the client services representative will transfer the law firm client over to the

Law Firm Liaison Department, which then sets up an appointment for the law firm client to

speak with his or her attorney. The Client Services Department also assists the law firm clients

with non-legal requests, such as mailing out copies of the attorney-client agreements and self-

addressed envelopes.

Corporate Legal: The Corporate Legal Department is responsible for handling the

Company's legal matters.

Creditor Relations: The Creditor Relations Department staff act as paralegals for the

attorneys that Morgan Drexen supports. The Creditor Relations Department is responsible for

receiving inquiries from creditors of the law firm clients. Additionally, the Creditor Relations

Department, at the request or instruction of the law firm clients, engagement counsels, or local

counsels, will reach out to creditors to verify the balance owed and the entity responsible for

collecting a debt. The Creditor Relations Department communicates with creditors to advise
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them of legal representation by the attorney and to relay any messages between the creditors and

attorney (i.e., offers of settlement or refusals to honor an ongoing settlement agreement). The

Creditor Relations Department also monitors the settlement trends of the creditors and reports

any changes in trends to the attorneys that Morgan Drexen supports.

Human Resources: The Human Resources Department is responsible for all

employment-related processes within Morgan Drexen. By way of example, the Human

Resources Department is responsible for the hiring and terminating processes and mediating

disputes among employees.

Information Technology: The Information Technology Department is responsible for

Morgan Drexen's information technology needs (i.e., telephone systems, internet use, etc.).

Law Firm Liaisons: The Law Firm Liaison Department acts as the file clerk for the

attorneys supported by Morgan Drexen. If a law firm client calls with a legal question and

requests to speak with his or her attorney, the law firm liaison is responsible for setting up a

consultation between the law firm client and the attorney. In situations where a law firm client

has been sued by the creditor, aside from setting up the consultation, the law firm liaison is also

responsible for ensuring that all legal documents that the attorney will need to review are

properly uploaded to the attorney's case docket.

Legal Intake: The Legal Intake Department is responsible for gathering information

from prospective clients of law firms. The legal intake specialists, using pre-approved criteria

set forth by the attorneys, gather the attorney-requested information from the prospective law

firm clients so the engagement counsel can evaluate whether the prospective law firm clients

meet the parameters set forth by the attorneys.
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Marketing: The Marketing Department is responsible for drafting advertisements for

attorney review and running the advertisements on behalf of the attorneys that Morgan Drexen

supports.

Media and Corporate Relations: The Media and Corporate Relations Department is

responsible for managing the Company's public relations.

Facilities: The Facilities Department at Morgan Drexen is responsible for keeping an

inventory of the Company's office equipments/supplies. Furthermore, the department is

responsible for addressing the office supplies needs of the Company's employees.

Mailroom: The Mailroom scans, uploads, and bar codes documents belonging to a law

firm client to the Company's proprietary sofbvare, to be viewed by the employees at Morgan

Drexen and the attorneys responsible for the law firm client's file. Additionally, the Mailroom

mails form documents as requested by other departments within Morgan Drexen or as set forth

per the instructions of the attorneys. Internally, the Mailroom delivers documents to addressees

and is responsible for assisting the employees within Morgan Drexen in mailing

correspondences.

Preferred Creditors: The Preferred Creditors Department is responsible for

communicating with creditors who participate in the attorneys' Preferred Creditor Program. The

department performs a weekly update with the preferred creditor to determine whether or not the

creditor or collection agency is collecting on a debt owed by the clients of attorneys supported by

Morgan Drexen. If so, pending the review and acceptance of the attorneys and their clients, the

creditor or collection agency will settle the debt at the agreed upon preferred rate.
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Processing: The Processing Department at Morgan Drexen is responsible for ensuring

that all documents required to be kept by the attorneys supported by Morgan Drexen are

available in the law firm client's file. Additionally, once the Mailroom uploads a document, the

Processing Department is responsible for properly naming the document in the law firm client's

file in accordance with the nomenclature utilized by Morgan Drexen to ensure uniformity and

easy access by Morgan Drexen and by the attorneys who utilize the Company's services.

Quality Control: The Quality Control Department is responsible for reviewing the

quality control recordings to ensure that prospective clients of the attorneys are adequately

informed of the significant terms and conditions of legal representation by the attorneys and the

known risks associated with the legal representation. Additionally, after the initial intake is

completed, the Quality Control Department is responsible for ensuring that all documents and

information required to be kept by the attorney (i.e., an attorney-client agreement executed by

the client, the prospective law firm client's financial situation, total amount of engaged debt,

name of creditors, etc.) are available for the attorney to review. The Quality Control Department

also performs random audits of other departments within Morgan Drexen by listening to phone

conversations in order to assure that the information relayed to the law firm clients, creditors, or

third parties is accurate and in line with the parameters permitted by the attorneys.

Trust Services: The Trust Services Department at M organ Drexen is responsible for

processing payments to creditors and law firm clients as instructed by the attorneys, By way of

example, if a settlement offer made by a creditor is accepted, the attorney will instruct the Trust

Services Department to process payments as delineated by the terms of the settlement agreement

between the creditor and the law firm client. Additionally, upon termination of legal
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representation, the attorney will instruct the Trust Services Department to return all funds in the

attorney-client trust account, after fees are deducted, to the law firm client.

I ~ I D I d Ilg II dhy . IM g D

provide their dates of employment, titles, or positions and the dates the employee or
contractor held each such title or position.

Response to Interrogatory 11: Morgan Drexen respectfully requests that the Bureau

refer to Exhibit 1 previously provided by the Company in response to Interrogatory No. 12.

I ~ ID I d Iyy dd Ih hd h I hy h M g D h

electronic records relating to Debt Settlement, and identify and describe the variables in
each such electronic record. Include, but do not limit the response to:

a. Morgan Drexen's policies and procedures related to document and data

retention and data backup;
b. Morgan Drexen's ability to access data on its primary systems and backed up

data;
c. the technology architecture used by Morgan Drexen for storing its system of

records, including but not limited to:
i. the size of the architecture;

ii. where the archived emails are stored and how they may be accessed;
iii. details about the systems including - name, system type (e.g. data base,

file server, document / contract management repository), the type of
database, database version, and history of development;

iv. systems for entering, organizing, tracking, and accessing data; and
d. where Morgan Drexen keeps its Client contracts and what data fields are

tracked. For each database, describe how Morgan Drexen manages and

maintains its information, including: the physical location of the data (e.g.- is it

kept inside or outside of Morgan Drexen's network); the environment in which
the data resides (e.g. - file server, database, document management tool,

enterprise content management utility, near-line, off-line media, etc.); the
backup and archiving routines; and the retention and disposition routines.

Response to Interrogatory 18: M organ Drexen objects to request 18(c)(i) on the

grounds that the request is vague as to the meaning of the phrase "the size of the architecture."

10
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To the extent that the Bureau provides additional clarification, the Company will supplement this

response as appropriate at a later date. Otherwise, Morgan Drexen responds as follows:

Morgan Drexen's MDIS system has 4 databases:
• AllCustomer, DebtNego, TeleMkt and, TeleDNC

Each database can have numerous tables, each containing hundreds of variables.

(a) Client files for MDIS are stored on md-filefs. Client files are never
deleted from MDIS. Filefs is backed up daily using Symantec Backup
Exec. MDIS databases are backed up using SQL Backup throughout
the day. SQL backup files are then backed up to tape using Symantec
backup exec.

Weekly Backups are sent offsite to Iron Mountain, and returned on
a 2 week rotation schedule.

Quarterly backups are taken and sent to Iron Mountain for storage.

(b) The Company has full access to hardware and data on its primary
system, Backup up data is either onsite or stored offsite at Iron
Mountain.

(ii) Users are responsible for archiving messages to PST files.
a. User archives are stored in their personal home folder

which resides on md-filefs.
b. There is no policy regarding archiving requirements,

this is done on a per user basis.

c. Deleted mail that is emptied &om the deleted items
folder is retained in the system for 14 days

(iii) SQLCLUSTER
a. This is a 2 server SQL cluster with all data stored on a

fiber channel SAN.
b. MS SQL 2008 on Windows Server 2008 x64 - 32gb

File Servers Md-filefs
1. This is a 2 server file server cluster with

all data stored on a fiber channel SAN
2. Windows Server 2008 x64

(iv) MDIS is the system we use to enter, organize and access data.

11
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(a) Client contracts are stored as PDF documents on our
file server. These are then accessed by the MDIS

application.

The Company manages and maintains its information for each database in the following manner:

a. MDIS is run on a clustered SQL server, SQL databases are stored on a Fiber

Channel SAN.
b. Client files for MDIS are stored on md-filefs, Client files are not deleted from

MDIS. Filefs is backed up daily using Symantec Backup Exec.
c. MDIS databases are backed up using SQL Backup throughout the day. SQL

backup files are then backed up to tape using Symantec backup exec.
d. Weekly Backups are sent offsite to Iron Mountain, and returned on a 2 week

rotation schedule.
e. Quarterly backups are taken and sent to Iron Mountain for storage.

I ~ 19: Id iQ h I i I t Ih h p l ip i h
"Preferred Creditor Program."

Response to Interrogatory 19: The following creditors or debt collectors who

currently have access to utilize the "Preferred Creditor Program" portal:

(1) Aargon Agency
(2) AFNI, Inc.
(3) Alliance One
(4) American Express
(5) Apex Financial
(6) Arsi
(7) Asset Acceptance
(8) Associated Recovery Systems
(9) Brachfeld & Associates
(10) Capital Management Systems
(11) Capital One Bank
(12) Cardworks Servicing
(13) Cash Call
(14) Cavalry Portfolio Services
(15) Chase Bank USA, N.A.
(16) Citibank USA, N.A.
(17) Client Services, Inc.
(18) CollectCorp
(19) Couch, Stillman, Blitt & Conville
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(20) Credit Control
(21) Creditors Financial Group
(22) Creditors Interchange
(23) Delanore, Kemper & Associates, LLC
(24) Dynamic Recovery Solutions, Inc.
(25) First Asset Recovery Group, LLC
(26) First Capital Recovery, LLC
(27) First Financial Asset Management
(28) Firstsource Advantage, LLC
(29) Forster & Garbus
(30) Frontier Financial Group, Inc.
(31) Full Circle Financial Services
(32) GE Money Bank.
(33) Global Acceptance Credit Company
(34) GMC Credit Services, LLC
(35) GT Services
(36) HFC Beneficial
(37) HP Debt Exchange
(38) HSBC
(39) Icon Equities, LLC
(40) Jefferson Capital Systems
(41) Judgment Enforcement Law Firm, PLLC
(42) Kramer & Associates
(43) Leading Edge Recovery Solutions
(44) LHR, Inc.
(45) Matthew Thomas & Associates, LLC
(46) Mattia Debt Management
(47) MCM
(48) Merrick Bank
(49) Michael Andrews & Associates
(50) MRS Associates
(51) National Credit Adjusters
(52) National Credit Solutions
(53) National Enterprise Systems
(54) National Recovery Solutions, LLC
(55) Nationwide Credit, Inc.
(56) NCO Financial Systems, Inc.
(57) Northland Group, Inc.
(58) P & B Capital Group, LLC
(59) Palisades Collection, LLC
(60) Phillips & Cohen Associates, Ltd.
(61) Portfolio Asset Group
(62) Portfolio Recovery Associates

13
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(63) Portfolio Recovery Services
(64) Resurgent Capital Services, LP
(65) Richard J. Boudreau & Associates, LLC
(65) RJM Acquisitions
(66) Second Round, LP
(67) Settlement Collections, LLC
(68) Stoneleigh Recovery Associates, LLC
(69) Target National Bank
(70) US Bank
(71) Valentine & Kebartas, Inc.
(72) Washington Mutual
(73) Wells Fargo Financial Bank
(74) Weltman, Weinberg & Reis Co., L.P.A.
(75) West Asset Management
(76) World Financial Network National Bank
(77) Zwicker & Associates, P.C.

RESPONSES TO
DOCUMENT RE UESTS

Document Re uest 2: Morgan Drexen's financial statements, balance sheets, profit and loss
statements, state and federal tax filings, and shareholder distribution information.

Response to Document Request 2: Attached, please find a copy of the requested

documents bates labeled MD005390 — MD005453.

Document Request 6. Recordings of consumer intake calls.

Response to Document Request 6: Morgan Drexen will comply with this request by

providing one hundred and fifty (150) recordings that occurred during the week of January 9,

2012, made in support of the attorneys' debt settlement legal representations. Please find the

recordings attached as MD005239 — MD005389. Additionally, the Company respectfully

requests that the Bureau refer to the scripts provided in response to Document Request No, 5,

bates labeled MD000962 — MD000986, and the Company's response to Interrogatory No. 9.

14
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Discovery on this request is continuing and the Company will supplement its response at a later

date.

Document Request 7. All recordings that are played when a consumer or Client calls
Morgan Drexen, Associated Attorneys, or a third party providing services to Morgan
Drexen or Associated Attorneys, and is put on hold.

Response to Document Request 7: Morgan Drexen objects to this request on the

grounds that the request calls for speculation by Morgan Drexen. The Company does not have

knowledge as to the recordings, if any, played by the Associated Attorneys and/or third parties

providing services to Morgan Drexen when a law firm client calls into and is placed on hold by

the Associated Attorneys and/or third parties providing services to Morgan Drexen. Without

waiving this objection, Morgan Drexen responds as follow: With respect to the recordings

played by Morgan Drexen when a law firm client calls into the Company and is placed on hold,

attached as MD001043, please find a copy of the recordings that are played.

Document Request 8. All advertisements, articles or other marketing materials that have

appeared in any television, radio, print, online, or electronic medium that promote the Debt
Sefflement services of Morgan Drexen or Associated Afforneys to consumers.

a. For each of these items, provide copies of any instructions provided to the media

outlet informing it of the date, times, or criteria to run the ads.

Response to Document Request 8: Morgan Drexen objects to this document request to

the extent that it creates the inference that Morgan Drexen, Inc. acts as a provider of Debt

Settlement services. Attached, please find a copy of the advertisements and/or other marketing

materials, bates labeled MD001044 — MD001715 and MD005173 — MD005238, promoting the

legal services offered by the Associated Attorneys supported by Morgan Drexen.
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a. The Company is currently in the process of drafting a statement detailing the

Company's "ad placement strategy" and obtaining email correspondence between the Company

and media buyers for the month of January 2012. Upon receipt, a copy will be forwarded to the

Bureau under separate cover.

Document Request 10. All communications between Morgan Drexen and Associated
Attorneys concerning implementation of policies and procedures, Clients, fees, or Morgan
Drexen's contracts with attorneys.

Response to Document Request 10: Morgan Drexen objects to this request on the

grounds that the request is vague, ambiguous, overbroad and burdensome. Additionally, the

request seeks information protected by the attorney-client privilege. As agents of attorneys,

Morgan Drexen is not permitted to produce to the Bureau communications between Morgan

Drexen and Associated Attorneys concerning the Associated Attorney's Clients. Moreover,

Morgan Drexen is not in possession of any communications with Associated Attorneys

concerning the fees assessed by the Associated Attorneys to their clients. Without waiving these

objections, Morgan Drexen will comply with this request by providing the following non-

privileged correspondences from Associated Attorneys directing Morgan Drexen to utilize

certain form documents, bates labeled MD001716 — MD001760. Additionally, the Company is

in the process of searching for e-mails between Morgan Drexen and Associated Attorneys

concerning Morgan Drexen's contracts with the. Associated Attorneys. Morgan Drexen will

provide the Bureau with these documents under separate cover.
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Document Request 11. All agreemeats, contracts, or correspondence betweea either
Morgan Drexen or an Associated Attorney and third parties providing services to either
Morgan Drexen or an Associated Attorney related to Debt Settlement services, including

but not limited to materials relating to:
a. acq uiring, providing services to, or terminating services for consumers or

Clients;

b. pro viding or acquiring consumer or Client leads;
C. receiving or processing payments from Clients;

d. tracking transactions or otherwise processing accounts for Clients; or
e. rec eiviag phone calls or making phone calls to consumers or Clieats.

Respoase to Document Request 11: Please see bates labels MD001761 — MD002071.

Document Request 14. Kxemplars of all Documents Morgan Drexen or Associated
Attorneys provide to Clieats in the provision or offering of services to Clients.

Response to Document Request 14: Morgan Drexen objects to this request inasmuch

as the request calls for speculation by Morgan Drexen. Assuming that the Request only seeks

exemplars of Documents Morgan Drexen provides to Clients, attached as bates label MD005454

— MD005504, are copies of all the form documents utilized by Morgan Drexen in connection

with the support services provided by Morgan Drexen to the Associated Attorneys. These form

documents have been pre-approved by the Associated Attorneys for use by Morgan Drexen. For

a copy of the approval letter sent by the Associated Attorneys to Morgan Drexen, please refer to

MD001716 — MD001760 provided in response to Document Request No. 10. Morgan Drexen's

discovery into this matter is continuing and the Company reserves the right to supplement this

response at a later date.
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Document Request 15. Exemplars of each Document provided by Morgan Drexen to each

Associated Attorney, including, but not limited to pleadings, questionnaires, and forms.

Response to Document Request 15: Aside from the form documents provided in

response to Document Request No. 14, which were drafted and/or pre-approved for use by the

attorneys, Morgan Drexen does not provide the attorneys supported by the Company with any

other form documents. All legal documents utilized by the Associated Attorneys (i.e., pleadings,

motions, discovery, etc.) are prepared by the Associated Attorneys on a case-by-case basis as the

Associated Attorneys consult with their clients.

Document Request 17. All consumer or Client complaints about Morgan Drexen or
Associated Attorneys and any responses to the complaints.

Response to Document Request 17: Morgan Drexen objects to this request inasmuch

as the request is overbroad, burdensome and fails to reasonably particularize the category of

document sought to be produced, Furthermore, the request seeks information protected by the

attorney-client privilege. Without waiving these objects, the Company will comply with this

request by providing the Bureau with a copy of all known consumer complaints submitted by

law firm clients engaged from January 1, 2010 to the present. The Company is in the process of

obtaining these documents. Upon receipt, Morgan Drexen will provide the Bureau with these

documents under separate cover.

Document Request 18. Contracts, agreements, or correspondence with creditors that
participate in the "Preferred Creditor Program."

Response to Document Request 18: Attached, please find a copy of the requested

documerits bates labeled MD002072 — MD005172. The Company's discovery into this matter is

continuing and the Company will supplement this response at a later date.
18
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Document Request 19. All research conducted, financed, or sponsored by Morgan Drexen

measuring the impact that the use of Morgan Drexen's or Associated Attorneys' services
has on Clients' credit scores.

Respoase to Document Request 19: After a diligent search and reasonable inquiry into

this matter, the Company is not in possession of, nor has the Company ever been in possession

of, the requested documents.

Document Re uest 21: The database of information relatiag to each Clieat, includiag:
a. the Clieat's name and contact information;

b. the creditors to which the Clieat owes money;
C. the amouat of each debt owed by the Client at the time of enrollment;
d. the name of the entity seekiag to collect the debt, if different from the creditor;
e. the Client's source aad amount of income;

any additional debts or monthly financial obligations for each Client;

go if the debt was settled, the amount of each debt owed by the Client at the time of
debt settlement (including late fees assessed by creditor or debt collector, but not
including aay fees assessed by Morgan Drexen or aa Associated Attorney);

h. if the debt was not settled, the amount of each debt owed. by the Client at the

time Client ceased making payments to Morgan Drexen or an Associated
Attorney through Morgan Drexen (including late fees assessed by creditor or
debt collector, but not iacluding any fees assessed by Morgan Drexen or an

Associated Attoraey);
the APR aad monthly penalty fee(s) for each debt at time of enrollment and at
time of settlement or termiaation of services;

3 • each fee that Morgaa Drexen or an Associated Attorney charged the Client prior
to attempting negotiation or settlement of a debt (a.k.a. "engagement fee");
all fees other than the engagement fee that were directly or indirectly charged to
the Client by Morgan Drexen or Associated Afforaeys (e.g. monthly fees,
enrollment fee, check fee, settlemeat fee), including charges by third parties
assessed to the Client's account, and a descriptioa of the type of fee, the identity
of the payor and payee, aad the date of paymeat);

the total aumber of months that Morgan Drexen or an Associated Attorney told
Client that it would take to settle his or her debts;

m. each payment made by the Client to Morgan Drexen or an Associated Attorney,
the date of payment, aad how the payment was credited or applied;

n. the terms of all offers of settlement made to or by each creditor, including
whether the settlemeat was for a lump sum or installments, the date of the offer,

and whether the offer was accepted;
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o. for each proposed settlement from a creditor that was rejected or modified by an
Associated Attorney, the stated reasons for rejecting or modifying such

settlement;

p. date and amount of each settlement payment;
q. date, amount, and source of all advances made to Clients by Morgan Drexen or

an Associated Attorney;

r. refunds made to Client;
s. date and content of complaints from the Client about Morgan Drexen or

Associated Attorneys;
t. whether the Client was sued by a creditor;
u. whether the Client filed for bankruptcy, and if so, when;
v. date of each Client contact with an Associated Attorney, form of the meeting

(e.g. phone, in-person, etc.), and length of meeting;
w. name of any Associated Attorney who provided services to Client, including the

attorney who opened the account in which the Client's funds are held;
x. notes field connected with Client account.

Response to Document Request No. 21: Morgan Drexen objects to this request

inasmuch as the request seeks information protected by the attorney-client and attorney work

product privileges. As the back office support for the Associated Attorneys, Morgan Drexen is

under a duty to protect the confidentiality of clients of the Associated Attorneys. Without

waiving these objections, Morgan Drexen will comply with this request to the extent permissible

by law. See Exhibits 10 and 11 which contain the non-privileged information required under

subparts (g) and (t). With regard to the remaining subparts of this request, Morgan Drexen

intends to supplement its response on an ongoing basis.

20

From Arti
cle at G

etO
utO

fDebt.o
rg



Case 1:13-cv-01112-CKK Document 3-5 Filed 07/22/13 Page 81 of 253

CONFIDENTIAL

Dated: April 27, 2012

Respectfully submitted,

/s/ Randal M. Shaheen

Randal M. Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.

'

Washington, D.C. 20004
(202) 344M88

Counsel for Morgan Drexen, Inc.
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May 7, 2012

VL4 ELECTRONIC AND HAND DELIVER Y

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
Office of Enforcement

1700 G St., NW
Washington, DC 20552

Re: Re sponse to April 24, 2012 Letter

Dear Ms. Weinberg:

On behalf of our client, Morgan Drexen, Inc., this letter responds to your April 24, 2012
letter, in which you set forth several alleged deficiencies in Morgan Drexen's April 13 and April
16 responses to the Civil Investigative Demand ("CID") issued to Morgan Drexen by the
Consumer Financial Protection Bureau (the "Bureau" ) on or about March 13, 2012, as amended
by your letter dated March 30, 2012. In addition, we respond to several issues you raised in
emails dated April 25, 2012 (Document Request 8) and April 26, 2012 (Document Requests 18
and 12). As explained below, Morgan Drexen is working diligently to respond to your concerns
and produce documents in response to most of the outstanding CID specifications by or around
May 11, 2012.

This letter and any accompanying documents constitute sensitive and proprietary
business information of Morgan Drexen and are confidential. All such materials are intended
only for review by Bureau staff. Accordingly, we request that they receive the highest level of
protection for confidentiality available under the Bureau's Rules of Practice, 12 C.F.R. Pts. 1070
and 1080; the Freedom of Information Act, 5 U.S.C. $ 552(b)(3)(B), 12 C.F.R. $ 1070.10-
1070.23; the Consumer Financial Protection Act, 12 U.S.C. $ 5512(c)(6), and any other
applicable statutes, regulations, and rules.
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I . APRI L 2 4) 2012 LETTER

Document Requests

Document Request 21: The most fundamental failure in Morgan Drexen's production
concerns its response to Document Request 21. During our March 28th meeting you expressed
privilege concerns only about the following subparts of Document Request 21:

(a) the Client's name and contact information;
(o) for each proposed settlement from a creditor that was rejected or modified by
an Associated Attorney, the stated reasons for rejecting or modifying such
settlement; and
(x) notes field connected with Client account.

You also stated that if Morgan Drexen was going to have any difficulty responding to this
request, you would let me know by March 30 . You did not contact me by that date with any
concerns. On the April 13 due date, however, rather than producing material responsive to the 21
remaining subparts, Morgan Drexen produced only a partial response to three subparts of
Document Request 21. On Friday evening, April 20, 2012, you indicated via email that you
would be sending three additional fields on Monday, April 23rd and another two to three fields
by the end of this week. We did not agree to this piecemeal production schedule, and you have
provided no explanation for your failure to comply with the production schedule. If there is some
technical reason that Morgan Drexen cannot comply with the originally agreed to timeline, I
would renew our request to have Morgan Drexen's technical team explain this to our technical
team. Otherwise, the Bureau requests production of the remaining subparts by April 27, 2012.

Response: To date, Morgan Drexen has produced documents in response to Document

Request 21 subparts (a), (b), (c), (d), (e), (f), (g), and (t). The Company anticipates that it will

not have information responsive to several other subparts. Subject to the schedule restraints of

the individuals assisting on this project, Morgan Drexen is working diligently to produce

documents in response to the remaining subparts by or around May 18, 2012.
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Document Request 16: Document Request 16 requests "All welcome letters and
Documents with individualized information on Client debt provided by Morgan Drexen or an
Associated Attorney to a Client." Morgan Drexen has produced only an exemplar of a welcome
packet with no individualized client information. The Bureau requests that Morgan Drexen
produce the individualized welcome packets and any other materials responsive to this request
by April 27, 2012.

Response: On April 13, Morgan Drexen produced to the Bureau a copy of the welcome

packet templatethat it sends to law firm clients. Other than inserting the name of the law firm

client and the name of the Morgan Drexen contact assigned to the law firm client, all welcome

letters sent by Morgan Drexen are substantially identical to the template provided to the Bureau

and do not contain any individualized information on law firm client debt.

Document Request 9: Document Request 9 asks for "All agreements, contracts, and
Documents related to payments between or among Associated Attorney and Morgan Drexen, or
between or among Associated Attorneys." You have produced some form contracts but no other
relevant documents. Further, the document that begins with Bates number 000987 refers to
"Exhibit A" and "Exhibit B," neither of which Morgan Drexen provided in the production. The
Bureau requests production of the missing documents by April 27, 2012.

Response: Morgan Drexen is reviewing its files and will produce any additional

responsive documents that it identifies by or around May 11, 2012. The Company will also

produce the Exhibits A and B to the document that begins with Bates number MD000987,
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Document Request 6: At the March 28th meeting, you indicated that Morgan Drexen
only records the disclaimers that it recites to consumers. Based upon that representation, the
Bureau modified its Document Request 6, which originally asked for all recordings of consumer
intake calls, to seek only a sample of such recordings (the first 50 recorded during the week of
January 9, 2012), and the script of prompts that populate the telephone intake tree for all inbound
calls to Morgan Drexen. In your response you now indicate that Morgan Drexen records nine
other categories of calls as well. Accordingly, the Bureau now seeks the first 50 calls recorded
during the week of January 9, 2012 for each of the additional nine categories as well. The time
period for these calls should be from January 9, 2012 onward, as necessary to aggregate 50 calls

in each category. Morgan Drexen should produce these with the other recordings on April 27,
2012.

Response: Morgan Drexen does not catalogue its call recordings by the nine categories

set forth in the Company's April 13 response. The Company is therefore unable to provide 50

calls for each of the nine categories without listening to hundreds, if not thousands, of random

calls in an effort to identify 50 calls for each category.

On April 27, 2012, Morgan Drexen provided the Bureau with 150 recordings that

occurred during the week of January 9, 2012, made in support of the attorneys' debt settlement

legal representations. See MD005239 — MD005389. The Company proposes to provide the

Bureau with an additional 350 recordings from the week of January 9, 2012 onward. In addition

to the 150 call recordings already provided to the Bureau, the 350 recordings will give the

Bureau a representative picture of the Company's recorded calls.

Document Request 5: Document Request 5 asks for "All telemarketing scripts used by
Morgan Drexen, Associated Attorneys, or third parties providing services to Morgan Drexen or
Associated Attorneys relating to Debt Settlement Services." In your response, you only provide
disclaimer scripts, and fail to provide any telemarketing scripts. The Bureau requests that you
remedy this deficiency by April 27, 2012.

Response: On April 13, Morgan Drexen produced to the Bureau a copy of the scripts

utilized by Morgan Drexen bates labeled MD000962 — MD000986. As noted in its response,

"[w]ith respect to 'telemarketing' scripts, after a diligent search and reasonable inquiry into this
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matter, the Company is not in possession of, nor has the Company ever been in possession of the

requested documents."

Document Request 4: In the PowerPoint presentation that you provided in response to
Document Request 4, which asks for training manuals and materials, much of the presentation is
obscured by large black shapes. These appear to be unrelated to any redaction based on an

assertion of privilege. The Bureau requests that Morgan Drexen produce a readable version of
this presentation by April 27, 2012.

Response: Attached as MD000841 — MD000961 is a readable version of the

presentation.

Interrogatories

Interrogatory 17: Interrogatory 17 asks that you identify "each bank or trust account
from which payments were made from Morgan Drexen to an Associated Attorney; from which
payments were made from an Associated Attorney to Morgan Drexen; and in which Clients'
funds are deposited." Morgan Drexen has indicated in its response that "Morgan Drexen does not
make payments to Associated Attorneys." You have not responded to that portion of the
Interrogatory seeking information on payments from Associated Attorneys to Morgan Drexen.
Further, you failed to respond to subpart (d), which requests information on agreements that
govern the management of funds in the identified bank accounts. Finally, you have failed to
respond to subpart (a), which requires you to identify who is authorized to withdraw funds from
the account.

Response: Discovery on this matter is continuing and Morgan Drexen is working

diligently to collect and produce any responsive materials to the Bureau on or around May 11,

2012. With respect to subpart (d), Morgan Drexen has produced all agreements between the

Company and Associated Attorneys. As explained in response to Document Request 9, the

company provided a "copy of the following documents: (1) Engagement Agreements executed

between Engagement Counsels and Morgan Drexen bates labeled MD000987 — MD001002, and

(2) Local Counsel Agreements executed between Local Counsels and Howard Law, P.C.

(formerly Howard ~ Nassiri, P.C.), bates labeled MD001003 — MD001008."
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Interrogatory 13: Interrogatory 13 requires Morgan Drexen to "Identify all Associated
Attorneys, the dates during which they have transacted business with Morgan Drexen, and the
nature of their association with Morgan Drexen (e.g. acted as "engagement attorneys" or "local
attorneys")." Based upon preliminary research we have undertaken, your response to

Interrogatory 13 appears to be incomplete. For instance Tammy Zoppo, an attorney who publicly
lists herself as having worked for Morgan Drexen, was not on the list provided by Morgan
Drexen.

Response: On April 13, Morgan Drexen produced an excel spreadsheet identifying all of

the Associated Attorneys who transacted business with Morgan Drexen from 2010 to the present.

With respect to Tammy Zoppo, the Interrogatory requests information on "all Associated

Attorneys," defined by the CID as "an attorney for whom Morgan Drexen states that it provides

support services for legal services or Debt Settlement services." See Definition C. Ms. Zoppo, a

former independent contract employee in Morgan Drexen's legal department, does not meet the

definition of an Associated Attorney, and therefore was not included in the Company's response

to Interrogatory 13.

Interrogatory 12: Finally, in your response to Interrogatory 12 you failed to provide the
last known home address for former employees, and failed to identif'y the reason for termination
ofemployment,as required per the definition of "identify" in the CID.

Response: Discovery on this matter is continuing. Morgan Drexen is working diligently

to collect and produce any responsive materials to the Bureau on or around May 11, 2012.

II . APR I L 25 AND 26 EMAILS

Document Request 8: In your April 25, 2012 email, you stated that the Bureau was
"willing to accept a statement about Morgan Drexen's ad placement strategy, plus all emails sent
during the month of January, 2012."

Response: Ad placements made by Morgan Drexen, on behalf of the Associated

Attorneys the Company supports, focus on rates and frequency versus media placement. The
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demographic is wide, with an age range of 24-54, for both males and females. All media

placement and stations are relative to rates and media clearance availability per the rates. The

preferred all day part rotators are Sam- 10pm PST. The marketing plan includes core stations,

however, the placement of ads on those stations is reduced when rates increase or the response

does not pay out. Discovery on this matter is continuing. .Morgan Drexen is working diligently

to collect and produce any responsive materials to the Bureau on or around May 11, 2012.

Document Request 13 In your April 25, 2012 email, you requested "additional
relevant contracts" and that Morgan Drexen "designate the time period that each contract was in
effect."

Response: The two contracts produced to the Bureau (MD001009 — MD001030) were

implemented by Morgan Drexen on or around October 2010. See MD005454 — MD5459 for a

copy of theattorney-client fee agreement used prior to that date.

Document Request 18: In your April 26, 2012 email, you agreed that the Bureau would
"accept a subset of the emails for production tomorrow. The subset should contain all emails
from the three persons whom you have identified, from the months of December 2010, January
2011, February 2011, August 2011, September 2011 and October 2011." In addition, you
requested that Morgan Drexen produce unredacted copies of any emails containing the client's
name or social security number.

Response: On April 27, 2012, Morgan Drexen produced emails (MD002072-

MD005172) from the three persons identified in the April 26 email exchange noted above.

Discovery on this matter is continuing and the Company will produce any additional responsive

materials to the Bureau on or around May 11, 2012.

' In your email, you refer to the "two attorney-client fee agreements" produced in response to Document Request 12.
These documents were produced in response to Document Request 13. See Morgan Drexen's April 13, 2012
response to the Bureau's CID.
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Wendy Weinberg, Esq. CONFIDENTIAL

May 7, 2012
Page 8

Morgan Drexen reserves the right to change, amend, or supplement the information
provided herein if it becomes aware of additional information, and hereby preserves all
evidentiary and other objections incident to this investigation. Morgan Drexen does not by this
reservation undertake any obligation of supplementation or amendment.

The Company is working diligently to complete its responses to most of the CID
specifications by or around May 11, 2012, as set forth in your letter dated March 30, 2012.
Morgan Drexen and its counsel are committed to cooperating with the Bureau in connection with
the CID and addressing any issues raised by the Bureau. Please do not hesitate to contact us
should you have any questions about the enclosed materials.

Re 11 submitte,.::

Randal M. Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.
Washington, D.C. 20004
202.344.4488
202.344.4323
Counsel for Morgan Drexen, Inc.
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VENABLE„, 575 SEVENTH STREET NW WASHINGTON, DC 20004

T 202.344.4000 F 202.344.8300 www.Venable.corn

CONFIDENTIAL

May 10, 2012

VIA ELECTRONIC AND HAND DELIVERY

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
Office of Enforcement

1700 G St., NW
Washington, DC 20552

RE: I n a dvertent Production of Privileged Material

Dear Ms. Weinberg:

Per your email dated May 10, 2012, we have discovered that the CD-ROM submitted in
connection with Morgan Drexen's May 7, 2012 letter contained two inadvertently produced
privileged emails. Thank you for bringing this matter to our attention. Enclosed please find a
replacement CD-ROM without the inadvertently produced documents. Please return the original
CD production to me, and destroy or return any other copies of the document in your possession.
We apologize for the inconvenience and would be happy to arrange a pick-up from your office.

In addition, Morgan Drexen's May 7, 2012 letter mistakenly refers to the document
produced in response to Document Request 13 as bates number MD005454 — MD5459. The
correct bates number, as designated in the enclosed CD-ROM, is MD005506 — MD005511.

This letter and any accompanying documents constitute sensitive and proprietary
business information of Morgan Drexen and are confidential. All such materials are intended

only for review by Bureau staff. Accordingly, we request that they receive the highest level of
protection for confidentiality available under the Bureau's Rules of Practice, 12 C.F.R. Pts. 1070
and 1080; the Freedom of Information Act, 5 U.S.C. $ 552(b)(3)(B), 12 C.F.R. $ 1070.10-
1070.23; the Consumer Financial Protection Act, 12 U.S.C. $ 5512(c)(6), and any other
applicable statutes, regulations, and rules.

Res ectfu s u b ' e

R andal . ahe en
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.
Washington, D.C. 20004
202.344.4488
202.344.4323

Enclosure Counsel for Morgan Drexen, Inc.
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VENABLE„, 575 SEVENTH STREET NW WASHINGTON, OC 20004
7 202.344.4000 F 202.344.8300 www.Venable.corn

May 11, 2012

VIA ELECTRONIC AND HAND DELIVERY

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
Office of Enforcement

1700 G St., NW
Washington, DC 20552

Re: Fift h Response to Civil Investigative Demand Issued to Morgan Drexen, Inc.

Dear Ms. Weinberg:

On behalf of our client, Morgan Drexen, Inc., we submit the enclosed information and
materials in response to the Civil Investigative Demand ("CID") issued to Morgan Drexen by the
Consumer Financial Protection Bureau (the "Bureau" ) on or about March 13, 2012, as amended
by your letter dated March 30, 2012. In accordance with previous discussions with you, and as
set forth in your March 30 letter, the enclosed materials respond to Interrogatories 2, 5, 6, S, 10,
12, 15, 16, 20, 21, and 22 and Document Requests 1, 6, 9, 20, and 21(p), (q), (j), (k), and (n).

Any communications relating to this inquiry, as well as the documents accompanying or
related to those communications and the information contained in the accompanying materials,
constitute sensitive and proprietary business information of Morgan Drexen and are confidential.
All such materials are intended only for review by Bureau staff. Accordingly, we request that
they receive the highest level of protection for confidentiality available under the Bureau's Rules
of Practice, 12 C.F.R. Pts. 1070 and 10SO; the Freedom of Information Act, 5 U.S.C. $
552(b)(3)(B), 12 C.F.R. $ 1070.10-1070.23; the Consumer Financial Protection Act, 12 U.S.C. $
5512(c)(6), and any other applicable statutes, regulations, and rules.

Morgan Drexen reserves the right to change, amend, or supplement the enclosed
information or documents if it becomes aware of additional information, and hereby preserves all
evidentiary and other objections incident to this investigation. Morgan Drexen does not by this
reservation undertake any obligation of supplementation or amendment.
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Wendy Weinberg, Esq.
May 11, 2012
Page 2

Morgan Drexen and its counsel are committed to cooperating with the Bureau in
connection with the CID and addressing any issues raised by the Bureau. To that end, please do
not hesitate to contact us should you have any questions about the enclosed materials.

Res ectfully submitte,

Randal M. Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.
Washington, D.C. 20004
202.344A488
202.344.4323

Counsel for Morgan Drexen, Inc.From Arti
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FIFTH RESPONSE OF MORGAN DREXEN, INC.

TO CIVIL INVESTIGATIVE DEMAND

Morgan Drexen, Inc. (" Morgan Drexen" or the "Company" ) hereby responds to the Civil

Investigative Demand ("CID") issued to it by the Consumer Financial Protection Bureau (the

"Bureau" ) on or about March 13, 2012. In accordance with previous discussions with Bureau

staff and subject to the letter dated March 30, 2012 from Kent Markus of the Bureau to Randal

M. Shaheen, attorney for Morgan Drexen, (" March 30 Letter" ), the Fifth CID Response provides

responses to Interrogatories 2, 5, 6, 8, 10, 12, 15, 16, 20, 21, and 22 and Document Requests 1, 6,

9, 20, and 21(p), (q), (j), (k), and (n).

Morgan Drexen is providing the information contained in the Fifth CID Response set

forth herein in accordance with the provisions and intent of the Bureau's practice and procedure

rules (the "Rules" ). To the extent that an objection is made to any interrogatory or request for

documents, such objection is noted therein; further, each response is subject to the general

objections set forth in the "General Objections" section below. Any claims of privilege will be

identified in a separate privilege log to be produced at a later date.

The responses set forth herein are based upon information that has been collected and/or

reviewed for the purpose of responding to these Interrogatories and Requests for Documents.

Morgan Drexen reserves the right to supplement or modify its responses in the event that it

obtains additional, better, or different information, or should additional facts come to light which

alter or supplement the facts currently known. All information and documents are submitted

pursuant to the confidentiality protections available under the Bureau's Rules of Practice, 12

C.F.R. Pts. 1070 and 1080; the Freedom of Information Act, 5 U.S.C. $ 552(b)(3)(B), 12 C.F.R.

$ 1070.10-1070.23; the Consumer Financial Protection Act, 12 U.S.C. $ 5512(c)(6), and any

other applicable statutes, regulations, and rules.
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CONFIDENTIAL

GENERAL OB JKCTIONS

1. Mor gan Drexen objects to each and all of the Interrogatories and Requests for

Documents to the extent they seek information and documents which are protected from

disclosure by the attorney-client privilege, work-product doctrine, and/or other applicable

privilege. Morgan Drexen does not waive any protections or privileges by responding to these

Interrogatories and Requests for Documents.

2. M organ Drexen objects to these Interrogatories and Requests for Documents to

the extent that they seek information that is not relevant to the issues in this matter. Any

inadvertent provision of information or production of documents not related to the issues raised

by this action shall not waive this objection.

3. Mor gan Drexen objects to these Interrogatories and Requests for Documents to

the extent that they are unreasonably broad, repetitious, or unduly burdensome.
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CONFIDENTIAL

RESPONSES TO

INTERROGATORIES

~l d l l 'I'I d d l g l p p P 6
'

IM g
Drexen, the Persons who created Morgan Drexen, and each of their roles in creating

Morgan Drexen.

Response to Interrogatory No. 2: Morgan Drexen was founded in March 2007 by

Walter J. Ledda, Avi Gupta, Rita August, and Mark Kruitbosch. Mr. Ledda is Morgan Drexen's

President and Chief Executive Officer. The Company is a software development company that

seeks to improve the efficiency of the practice of law (and businesses) by automating procedures

that do not require the independent legal judgment and training of attorneys.

I ~ M id if 2 gi i , i , p I I « d
business held by Morgan Drexen, as well as the state or jurisdiction that issued such.

Response to Interrogatory No. 5: Morgan Drexen has been licensed to do business in

the State of California as a foreign corporation since August 13, 2007.

~l dld il' I f I I 'g I I l i g
Morgan Drexen from January 2007 to the present and describe its current status or
outcome.

Response to Interrogatory No. 6: Since January 2007, M organ Drexen has been

involved in enforcement actions or investigations in the following states:

(1) Colorado — Morgan Drexen initiated a declaratory relief action.

(2) Connecticut — This investigation was resolved favorably.

(3) Georgia — This investigation was resolved favorably and no action taken.

(4) Kansas — No action taken following Morgan Drexen's response to the subpoena..
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CONFIDENTIAL

(5) M i nnesota — This lawsuit concluded with a favorable settlement.

(6) New Hampshire — This matter is pending while Morgan Drexen and the Banking
Commission discuss a resolution.

(7) North Carolina — This matter was resolved with Morgan Drexen continuing to serve
clients.

(8) Ohio — No action taken following Morgan Drexen's response to a subpoena.

(9) Utah — This matter was resolved favorably.

(10) Vermont — No action taken following Morgan Drexen's response to a subpoena.

(11) Virginia — This matter was resolved favorably.

(12) Washington — No action taken following Morgan Drexen's response to a subpoena.

(13) West Virginia — The resolution of this matter is outstanding following a September
7, 2011 hearing.

(14) Wisconsin — This matter is pending before the Department of Financial Institutions.

I ~ ¹ ¹  • D ¹ ¹¹ ¹ ¹ ¹ D R q ¹ ¹

herein, identify who paid for the development, marketing, or placement of each Document

and who wrote, reviewed, and approved each Document, including any advertising agency,

media placement service provider, third-party vendor, or consultant.

Response to Interrogatory No, 8: All advertisements provided in response to

Document Request No. 8 are paid for by the Associated Attorneys who contract with Morgan

Drexen. The Company respectfully requests that the Bureau refer to Exhibit 2 provided by the

Company in response to Interrogatory No. 13 for the identities of the aforementioned Associated

Attorneys. Morgan Drexen employs a marketing team to assist the attorneys in developing

advertisements for the attorney's services. For a list of the individuals employed by Morgan

From Arti
cle at G

etO
utO

fDebt.o
rg



Case 1:13-cv-01112-CKK Document 3-5 Filed 07/22/13 Page 100 of 253

CONFIDENTIAL

Drexen's Marketing Department, please refer to Exhibit 18 provided herein in response to

Interrogatory No. 12.

With respect to the television and radio advertisements, during the period of February 23,

2009, through August 8, 2010, the advertisements were primarily created by Nicholas Lester,

Morgan Drexen's Creative Director. In early 2011, Mr. Lester's position was eliminated, and

Carl Dawson, Morgan Drexen's current Vice President of Marketing, took primary responsibility

for the creation of all television and radio advertisements.

With respect to the print advertisements, including all websites, during the period of

October 15, 2007, through July 22, 2010, the print advertisements were created by Feridoni

Farhad Esmaili, Morgan Drexen's Creative Director. Shortly after Mr. Esmaili's departure,

Steven Schebesch, the Company's current Visual Design Director, took over Mr. Esmaili's

responsibility with respect to creating print advertisements.

The advertisements are reviewed by Morgan Drexen's Compliance Counsel, Jessica

Tincopa, and approved by the General Counsel, Jeffrey Katz. Furthermore, advertisements are

forwarded to the Associated Attorneys who are named in the advertisement for their review and

approval.

I~ i ll: Id 'D' h D I Dy dhyM g D

For each category identify the number of persoas ia the category aad their responsibilities,
qualifications, and form of compensation, including whether the compensation is provided
in the form of a salary or bonus, includes incentives, or is tied to the performance of the

employee or Morgan Drexen.

Response to Interrogatory No. 10: Morgan Drexen respectfully requests that the

Bureau refer to the Company's response to Interrogatory No. 7 which identifies the various
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CONFIDENTIAL

departments within Morgan Drexen and the responsibility of each department. Additionally,

Exhibit 18, provided herein in response to Interrogatory No. 12, lists the department in which

each employee worked. Of the departments listed in response to Interrogatory No. 7, the

following departments receive commission-based compensation: Creditor Relations, Legal

Intake, Marketing, Preferred Creditors, and Processing. All other employees and employees in

management positions are compensated based upon an annual salary or hourly rate. Lastly, most

employees at Morgan Drexen are eligible for a performance-based bonus. The performance-

based bonus takes into consideration the Individual's performance as well as the performance of

the Company as a whole.

I ~ l l : I g Iff ll f Pl I f M I D
from January 1, 2007 to the date of your response, and state for each all titles and positions
held while with Morgan Drexen, the dates the employee held each such title or position,
and the reason for termination of employment.

Response to Interrogatory 12: M organ Drexen hereby adopts and incorporates by

reference its previous General Objections as if stated fully herein. Without waiving any of its

general objections, and subject to them, Morgan Drexen hereby responds as follows:

See Exhibit 18 for an updated excel spreadsheet containing the names, title, date of hire

and date of termination (where applicable) for former and current employees of Morgan Drexen

from January 1, 2007 through April 6, 2012. The spreadsheet has been updated to include the

last known address for all current and former employees as well as the reason for termination for

former employees.
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CONFIDENTIAL

'f , i d p d«
produced in response to Document Requests 3, 4, 5, 9, 11, 12, 13, 14, 15 and 1S. State when

each of these activities occurred.

Response to Interrogatory No. 15:

Document Requests 3 — 5: The policies and procedures, training manuals and scripts

utilized by employees at Morgan Drexen are generally written by or with the input of the

managers and supervisors of the department which utilizes the materials. The managers and

supervisors are required to forward all policies, procedures, training manuals and scripts to the

Company's Chief Operating Officer, Rita Augusta, for her review and approval. Additionally,

the materials will be forwarded to Morgan Drexen's Corporate Legal Department for their

approval, as needed. Lastly, if an Associated Attorney has requirements that are specific to their

clients, any policies, procedures, training manuals and scripts created by the Company to address

the requests of the Associated Attorney will be forwarded to the Associated Attorney for his / her

review.

Document Request 9: The Engagement Counsel Agreement executed between the

Associated Attorneys and Morgan Drexen was drafted by Morgan Drexen's Corporate Legal

Department with feedback from the Company's Chief Executive Officer, Walter J. Ledda, and

former Chief Legal Officer, Stephen Nagin. The Local Counsel Agreement executed between

the Associated Attorneys and Howard Law, P.C. [formerly, Howard ~ Nassiri, P.C.j was drafted

by Vincent Howard.

Document Request ll; The contract executed between Morgan Drexen, Inc. and

Seevian Solutions, Inc., was provided to the Company by Seevian Solutions; The Company does

not have knowledge as to who drafted the agreement.
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Document Request 12: The Company is not in possession of any documents responsive

to Document Request 12.

Document Request 13 — 1$: All documents authorized for use by Morgan Drexen were

drafted, reviewed and/or approved by the Associated Attorneys.

Document Request 18: The correspondences between Morgan Drexen and the preferred

creditors were written by Cris Signorino, Tod Stokes and Leandro de Amaral. The Company

respectfully requests that the Bureau refer to the documents produced in order to identify the

agent of the preferred creditor who corresponded with Morgan Drexen,

~I 16: Id I f y h ch f h A I dA y d h d

provide services.

Response to Interrogatory No. 16: Morgan Drexen objects to this interrogatory

inasmuch as the interrogatory seeks information protected by the attorney-client privilege.

Without waiving this objection, the Company does not classify termination of legal

representation based upon whether an Associated Attorney or a law firm client initiated the

request for termination. However, in a good faith effort to comply with this request, the

Company will provide the Bureau with a list of files known by the Company to have been

terminated at the instruction of an Associated Attorney. The Company is currently in the process

of compiling this list, upon completion, a copy will be forwarded to the Bureau.

2~ 2II: Id ' fyh P h'd I d h P AC

Program and who solicit creditors or debt collectors for participation in that program.

Response to Interrogatory No. 20: The idea for the Preferred Creditor Program was

originally conceived by Walter J. Ledda, Morgan Drexen's Chief Executive Officer. The
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program was thereafter presented to the Associated Attorneys for their thoughts and

authorization for implementation with their clients. Since the creation of the program, Cris

Signorino, the Preferred Creditor Relations Manager, and Tod Stokes, the Preferred Creditor

Account Executive, have been responsible for approaching creditors and debt collectors for

participation in the program.

I~ 21: S h b i f h l i d by i h M g D

Associated Attorneys that consumers or Clients:

a. will "save thousands";

b. "settle for a fraction" or "you' ll pay a fraction of what you owe";
C. "be debt free in months";

d. "you could qualify for up to $1000 cash advance to settle your debt quickly

and legally";
e. that the criterion to obtain $1000 cash advance are: "Financial Situation

.changed? $5000 or more in credit card debt? Falling behind your

payments?";
that Morgan Drexen and the Associated Attorneys provide a "no cost, no
fee" program;

g e that there are "no outrageous upfront fees or charges" or that "the majority
of fees are earned after you settle" or that there are "$0 up-front fees";

h. that a law firm will "handle ruthless collectors so you can finally get a good
night's sleep";
that "After reaching an agreement for settlement, the creditor issues a letter
stating that the debt obligation is fulfilled and reports to credit bureaus that

the debt has been "paid" or "settled" or "settled for less than full amount."

Response to Interrogatory No. 21: Discovery on this matter is continuing and Morgan

Drexen is working diligently to respond to this Interrogatory on or before May 18, 2012.
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d d l R llld
describe the data used in the analysis, including but not limited to, the source of data, how

it was collected, and the methodology used in analyzing the data to reach the conclusion
drawn.

Response to Interrogatory No. 22: Morgan Drexen did not identify any documents in

response to Document Request No, 19. With respect to Document Request No. 20 the

Company's discovery into that Document Request is continuing.

RESPONSES TO
DOCUMENT RE UESTS

Document Re uest I: Morgan Drexen's articles of incorporation, by-laws, and
charter.

Response to Document Request No. I: Attached, please find a copy of the requested

documents bates labeled MD009576 — MD009589.

Document Re uest 6. Recordings of consumer intake calls.

Response to Document Request 6: In addition to the one hundred and fifty (150)

recordings that Morgan Drexen produced on April 27, 2012, please find enclosed as MD005512

— MD085811 three hundred and fifty (350) additional recordings from the week of January 9,

2012, onward, made in support of the attorneys' debt settlement legal representations.

Document Re uest 9: All agreements, contracts, and Documents related to

payments between or among Associated Attorneys and Morgan Drexen, or between or
among Associated Attorneys.

Response to Document Request 9: Attached as MD005812 — MD009305, please find

copies of all agreements executed between Morgan Drexen and the Associated Attorneys.

10
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Document Re uest 20: All research studies, analyses, or other materials on which

Morgan Drexen relies to provide a reasonable basis for the claims identified in

Iaterrogatory ¹21.

Response to Document Request No. 20: Discovery on this matter is continuing and

Morgan Drexen is working diligently to collect and produce any responsive materials to the

Bureau on or around May 18, 2012.

Document Re uest 21: The database of information relating to each Client,
including:

a. the Client's aame aad contact iaformation;
b. the creditors to which the Client owes money;

c. the amount of each debt owed by the Client at the time of enrollment;

d. the name of the entity seeking to collect the debt, if different from the creditor;

e. the Clieat's source and amount of income;
f. any additional debts or monthly financial obligations for each Clieat;

g. if the debt was settled, the amount of each debt owed by the Clieat at the time of
debt settlemeat (including late fees assessed by creditor or debt collector, but not

including any fees assessed by Morgan Drexen or an Associated Attorney);
h. if the debt was not settled, the amount of each debt owed by the Clieat at the

time Client ceased making payments to Morgan Drexea or an Associated
Attorney through Morgan Drexen (including late fees assessed by creditor or
debt collector, but not including any fees assessed by Morgan Drexen or an
Associated Attorney);

i. the APR and monthly penalty fee(s) for each debt at time of enrollmeat and at
time of settlement or termination of services;

j. each fee that Morgaa Drexen or an Associated Attorney charged the Clieat prior
to attempting negotiation or settlement of a debt (a.k.a. "engagement fee");

k. all fees other than the engagement fee that were directly or indirectly charged to
the Client by Morgan Drexea or Associated Attorneys (e.g. monthly fees,
earollmeat fee, check fee, settlemeat fee), iacluding charges by third parties
assessed to the Clieat's account, and a descriptioa of the type of fee, the ideatity
of the payor aad payee, aad the date of paymeat);

l. the total number of months that Morgan Drexea or aa Associated Attorney told
Client that it would take to settle his or her debts;

m. each paymeat made by the Client to Morgan Drexen or an Associated Attorney,
the date of payment, and how the paymeat was credited or applied;

11
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n. the terms of all offers of settlement made to or by each creditor, including

whether the settlement was for a lump sum or installments, the date of the offer,

and whether the offer was accepted;

o. for each proposed settlement from a creditor that was rejected or modified by an

Associated Attorney, the stated reasons for rejecting or modifying such
settlement;

p. date and amourit of each settlement payme'nt;

q. date, amount, and source of all advances made to Clients by Morgan Drexen or
an Associated Attorney;

r. refunds made to Client;

s. date and content of complaints from the Client about Morgan Drexen or
Associated Attorneys;

t. whether the Client was sued by a creditor;
u. whether the Client filed for bankruptcy, and if so, when;

v. date of each Client contact with an Associated Attorney, form of the meeting
(e.g. phone, in-person, etc.), and length of meeting;

w. name of any Associated Attorney who provided services to Client, including the
attorney who opened the account in which the Client's funds are held;

x. notes field connected with Client account.

Response to Document Request No. 21: Morgan Drexen objects to this request

inasmuch as the request seeks information protected by the attorney-client and attorney work

product privileges. As the back office support for the Associated Attorneys, Morgan Drexen is

under a duty to protect the confidentiality of clients of the Associated Attorneys. Without

waiving these objections, Morgan Drexen will comply with this request to the extent permissible

by law. See Exhibits 12, 13, 14, 15, 16, and 17 for the Company's response to subparts (p), (q),

(I), (k), (n), and (n). respectively.

12
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Dated: May 11, 2012
Respectfully submitted,

/s/ Randal M. Shaheen

Randal M. Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.
Washington, D.C. 20004
(202) 3444488

Counsel for Morgan Drexen, Inc.

13

From Arti
cle at G

etO
utO

fDebt.o
rg



Case 1:13-cv-01112-CKK Document 3-5 Filed 07/22/13 Page 109 of 253

Exhibit 10

From Arti
cle at G

etO
utO

fDebt.o
rg



Case 1i13-cv-01112-CKK Document 3-5 Filed 07/22/13 Page 110 of 253

i 700 " Si. f E!r!t NW, W .'.h!n,, ~ ar,, i.i' , Q>~5$

May 11, 2012

Randal M, Shaheen, Partner
Venable LLP
575 7th Street, NW
Washington, DC 20004

Re: Morgan Drexen

Dear Mr. Shaheen:

I am writing to address several deficiencies in Morgan Drexen's April 27 and
April 30'" responses to the Bureau's March 13, 2012 Civil Investigative
Demand ("CID"). All of the responses referenced below were due by April 27,
2012, except for Document Request 21, which was due on April 13, 2012. The
production does not comply with the CID or the production schedule we
agreed to at our meeting of March 28, 2012, as memorialized in the March 30,
2012 letter Rom Enforcement Director Markus. Specifically, Morgan
Drexen's production has the following deficits:

Document R uests:

1. Document Request 21: The Bureau has repeatedly expressed its
dissatisfaction with Morgan Drexen's response to this request.
Although you have stated that Morgan Drexen is attempting to comply,
you have provided no substantive explanation for Morgan Drexen's
continued delay. Instead, you have unilaterally and repeatedly
extended the time within which Morgan Drexen intends to comply.

You have refused to allow our IT team to talk to Morgan Drexen's IT
team to help us understand the reason for the delay. You are now
claiming that the delay is caused in part by Walter Ledda's role in
personally either reviewing the production or actually downloading the
data. Please provide a full explanation of Mr. Ledda's role in this
production and how it has caused Morgan Drexen to need an additional
five weeks to provide this data.

consumerfinance.gov
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Document Request 18: Document Request 18 asks for "Contracts,
agreements, or correspondence with creditors that participate in the
'Preferred Creditor Program.'" You have provided only
administrative/non-substantive emails. You have failed to either
provide contracts or agreements or, once again, provide any

explanation for this delay, simply stating that "the Company will
supplement this response at a later date." We can conceive of no
reason why Morgan Drexen has been unable to provide a timely
response to this request, particularly the contracts. The Bureau requests
full production of this request by May 18, 2012.

Document Request 17: Document Request 17 asks for "All consumer
or Client complaints about Morgan Drexen or Associated Attorneys
and any responses to the complaints." Your only response was that the
Company is in the process of obtaining these documents and will
provide them at an umdentified time.

Morgan Drexen is obviously already in possession of the Client and
consumer complaints that it has received directly, and Morgan Drexen
specifically represented that it would produce all of these materials by
April 27th. The Bureau requests full production of this request by May
18, 2012.

Document Request 11: Document Request 11 asks for all agreements,
contracts, or correspondence with third-party service providers to
Morgan Drexen or Associated Attorneys. Morgan Drexen has provided
only one contract and no other documents.

The Bureau is requesting that you confirm that it is Morgan Drexen's
position that the only third-party service provider to either Morgan
Drexen or Associated Attorneys, as those terms are defined in the CID,
is with Seevian Solutions.

The Bureau further requests all requested correspondence with Seevian

Solutions by May 18, 2012.

5. Document Request 10: Document Request 10 requests "All
communications between Morgan Drexen and Associated Attorneys
concerning implementation of policies and procedures, Clients, fees, or

consurn erfinance.gov
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Morgan Drexen's contracts with attorneys." In response you have
stated "Morgan Drexen is not in possession of any communications
with Associated Attorneys concerning the fees assessed by the
Associated Attorneys to their clients." Please confirm that it is Morgan
Drexen's position that it is not in possession of any such documents.

Finally, the Bureau requests confirmation that it is Morgan Drexen's
position that the only correspondence between Morgan Drexen and the
Associated Attorneys concerning policies and procedures, or fees
charged between Morgan Drexen and the Associated Attorneys, are the
form letters apparently signed by Associated Attorneys dated January
and February 2012, provided as Bates 001716-001760, as well as the
other materials already produced.

Document Submission Standards

The Bureau's Document Submission Standards concerning emails state that:
"The Bureau accepts MS Outlook PST files, MS Outlook MSG files and Lotus
Notes NSF files. Any other format for the electronic submission of email will
be accepted ~onl usrhltrior ~aroval "Morgan .Drexen has submitted emaiis
only in pdf format. The Bureau requests that Morgan Drexen remedy this
deficiency by May 18, 2012 by resubmitted emails submitted in pdf format,
and that it submit all further emails in the requested format.

Claims of Privile e

The instructions to the CID state specifically what Morgan Drexen must do to
assert a claim of privilege in its response. Although Morgan Drexen has
claimed privilege throughout its responses, it has failed to comply in any way
with the instructions for such assertion set forth in the CID.

The deficiencies identified by the Bureau are based on our initial review and
we reserve the right to amend this list as necessary in the future.

Sincerely,

Wendy J. inb erg
Shirley Chiu
Enforcement Attorneys

consumerfinance.gov
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CONFIDENTIAL

May 18, 2012

VIA ELECTRONIC AND HAND DELIVER F

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
Office of Enforcement

1700 G St., NW
Washington, DC 20552

Re: Re sponse to May 11, 2012 Letter

Dear Ms. Weinberg:

On behalf of our client, Morgan Drexen, Inc., this letter responds to your May 11, 2012,

letter, in which you set forth several alleged deficiencies in Morgan Drexen's April 27 and April

30 responses to the Civil Investigative Demand ("CID") issued to Morgan Drexen by the

Consumer Financial Protection Bureau (the "Bureau" ) on or about March 13, 2012, as amended

by your letter dated March 30, 2012. In addition, please find enclosed as MD009590-

MD009954 documents in response to Document Request No. 9.

As explained below, Morgan Drexen is working diligently to respond to your concerns

and complete its response to the CID. To date the Company has responded in whole or in part to

over 85% of the CID. We recognize that the Company's response has not matched precisely the

schedule envisioned in your letter of March 30, 2012. However, the Company has been working

diligently to respond while at the same time juggling the day to day demands of the business and

the inevitable unforeseen issues that arise once the actual process of collecting and reviewing

potentially responsive materials is underway. (Just as we assume unforeseen issues also delayed
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staff's issuance of the CID.) It is the Company's desire to continue to work cooperatively and

transparently with you and the other members of your team in this matter.

This letter and any accompanying documents constitute sensitive and proprietary

business information of Morgan Drexen and are confidential. All such materials are intended

only for review by Bureau staff. Accordingly, we request that they receive the highest level of

protection for confidentiality available under the Bureau's Rules of Practice, 12 C.F.R. Pts. 1070

and 1080; the Freedom of Information Act, 5 U.S.C. $ 552(b)(3)(B), 12 C.F.R. $ 1070.10-

1070.23; the Consumer Financial Protection Act, 12 U.S.C. ) 5512(c)(6), and any other

applicable statutes, regulations, and rules.

Document Requests

Document Request 21i The Bureau has repeatedly expressed its dissatisfaction with
Morgan Drexen's response to this request. Although you have stated that Morgan Drexen is
attempting to comply, you have provided no substantive explanation for Morgan Drexen's
continued delay. Instead, you have unilaterally and repeatedly extended the time within which
Morgan Drexen intends to comply.

You have refused to allow our IT team to talk to Morgan Drexen's IT team to help us
understand the reason for the delay. You are now claiming that the delay is caused in part by
Walter Ledda's role in personally either reviewing the production or actually downloading the
data. Please provide a full explanation of Mr. Ledda's role in this production and how it has
caused Morgan Drexen to need an additional five weeks to provide this data.

Response: To date, Morgan Drexen has produced documents in response to Document

Request 21 subparts (a), (b), (c), (d), (e), (f), (g), (j), (k), (n), (p), (q) and (t). Please find attached

as Exhibits 18, 19, and 20 responses to subparts (m), (u), and (w).

The Company anticipates that it will not have information responsive to some or all parts

of subparts (h), (i), (1), (o), and (s). The Company also anticipates asserting a privilege claim

with respect to subpart (x). While the Company believes it has.not been unreasonably slow in its
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response to this Request, the timing of its response has been dictated by scheduling demands on

the time of the Company's in-house counsel and others involved in the collection and review of

the data prior to its production. Because the issues are not "technical" in nature, a conversation

between IT specialists does not seem likely to facilitate the Company's response to this Request.

Subject to the schedule restraints of the individuals assisting on this project, Morgan Drexen is

working diligently to produce documents in response to the remaining subparts.

Document Request 1S: Document Request 18 asks for "Contracts, agreements, or
correspondence with creditors that participate in the 'Preferred Creditor Program.'" You have
provided only administrative/non-substantive emails. You have failed to either provide contracts
or agreements or, once again, provide any explanation for the delay, simply stating that "the
Company will supplement this response at a later date." We can conceive of no reason why
Morgan Drexen has been unable to provide a timely response to this request, particularly the
contracts. The Bureau requests full production of this request by May 18, 2012.

Response: In Morgan Drexen's April 27 response, the Company produced responsive

documents bates labeled MD002072 — MD005172, and explained that its discovery into this

matter was continuing. Please find attached as MD009955 — MD9959 a copy of the standard

non-disclosure agreement entered into between Morgan Drexen and some creditors that

participate in the Preferred Creditor Program. Other than the non-disclosure agreement, the

Company does not enter into agreements with creditors that have access to the Preferred Creditor

Program. As a precautionary measure, Morgan Drexen asserts that discovery into this matter is

continuing. Subject to the schedule restraints of the individuals assisting on this project, Morgan

Drexen is working diligently to produce additional responsive correspondence with creditors to

the Bureau, if any.
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Document Request 17: Document Request 17 asks for "All consumer or Client
complaints about Morgan Drexen or Associated Attorneys and any responses to the complaints."
Your only response was that the Company is in the process of obtaining these documents and
will provide them at an unidentified time.

Morgan Drexen is obviously already in possession of the Client and consumer complaints
that it has received directly, and Morgan Drexen specifically represented that it would produce
all of these materials by April 27th. The Bureau requests full production of this request by May
18, 2012.

Response: Discovery into this matter is continuing. Subject to the schedule restrairits of

the individuals assisting on this project, Morgan Drexen is working diligently to redact client

names from these documents and produce them to the Bureau.

Document Request 11: Document Request 11 asks for all agreements, contracts, or
correspondence with third-party service providers to Morgan Drexen or Associated Attorneys.

Morgan Drexen has provided only one contract and no other documents.

The Bureau is requesting that you confirm that it is Morgan Drexen's position that the
only third-party service provider to either Morgan Drexen or Associated Attorneys, as those
terms are defined in the CID, is with Seevian Solutions.

The Bureau further requests all requested correspondence with Seevian Solutions by May
18, 2012.

Response: Discovery into this matter is continuing. Subject to the schedule restraints of

the individuals assisting on this project, Morgan Drexen is working diligently to produce

responsive documents, including all requested correspondence with Seevian Solutions, Morgan

Drexen is not aware of any other third-party service provider that has provided the services set

forth in Document Request 11 to either Morgan Drexen or Associated Attorneys.
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Document Request 10: Document Request 10 requests "All communications between
Morgan Drexen and Associated Attorneys concerning implementation of policies and
procedures, Clients, fees, or Morgan Drexen's contracts with attorneys." In response you have
stated "Morgan Drexen is not in possession of any communications with Associated Attorneys
concerning the fees assessed by the Associated Attorneys to their clients." Please confirm that it
is Morgan Drexen's position that it is not in possession of any such documents.

Finally, the Bureau requests confirmation that it is Morgan Drexen's position that the
only correspondence between Morgan Drexen and the Associated Attorneys concerning policies
and procedures, or fees charged between Morgan Drexen and the Associated Attorneys, are the

form letters apparently signed by Associated Attorneys dated January and February 2012,
provided as Bates 001716-001760, as well as the other materials already produced.

Response: Morgan Drexen is not in possession of any additional documents that

represent communications between itself and associated attorneys concerning the

implementation of the fee structure assessed by Associated Attorneys to their debt settlement

clients. On occasion, an Associated Attorney will decide to waive or reduce his or her standard

fees. This information is typically conveyed verbally to Morgan Drexen and then communicated

to the Company's accounting department.

Finally, there are several other issues that you have inquired about. First, you asked why

there are no phone numbers in the advertisements the Company has produced. We undertook a

random review of some of the advertisements and found that they do contain phone numbers. If

you could direct our attention to the specific advertisements that you are concerned about we will

inquire and respond back to you, Second, with regard to the production and formatting of

emails, the Company has in many instances found it necessary to redact privileged and/or

confidential client names from email communications and can only do so in PDF format. In

other instances, PDF format was the most expeditious manner to produce responsive materials to

the Bureau.
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Morgan Drexen reserves the right to change, amend, or supplement the information

provided herein if it becomes aware of additional information, and hereby preserves all

evidentiary and other objections incident to this investigation. Morgan Drexen does not by this

reservation undertake any obligation of supplementation or amendment.

The Company is working diligently to complete its responses to the CID specifications.

Morgan Drexen and its counsel are committed to cooperating with the Bureau in connection with

the CID and addressing any issues raised by the Bureau. Please do not hesitate to contact us

should you have any questions about the enclosed materials.

Randal . Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.
Washington, D,C. 20004
202.344A488
202.344.4323
Counsel for Morgan Drexen, Inc.
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May 29, 2012

VIA ELECTRONIC AND HAND DELIVER F

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
1750 Pennsylvania Avenue, N.W., 10th Floor
Washington, D.C. 20220

Re: S e venth Response to Civil Investigative Demand Issued to Morgan Drexen, Inc.

Dear Ms. Weinberg:

On behalf of our client, Morgan Drexen, Inc., please find enclosed a CD-ROM with
information responsive to Document Requests 21(v) and (r) of the Civil Investigative Demand
("CID") issued to Morgan Drexen by the Consumer Financial Protection Bureau (the "Bureau" )
on or about March 13, 2012, as amended by your letter dated March 30, 2012.

Any communications relating to this inquiry, as well as the documents accompanying or
related to those communications and the information contained in the accompanying materials,
constitute sensitive and proprietary business information of Morgan Drexen and are confidential.
All such materials are intended only for review by Bureau staff. Accordingly, we request that
they receive the highest level of protection for confidentiality available under the Bureau's Rules
of Practice, 12 C,F,R. Pts. 1070 and 1080; the Freedom of Information Act, 5 U.S.C. $
552(b)(3)(B), 12 C.F.R. $ 1070.10-1070.23; the Consumer Financial Protection Act, 12 U.S.C. $
5512(c)(6), apd any other applicable statutes, regulations, and rules.

Morgan Drexen reserves the right to change, amend, or supplement the enclosed
information or documents if it becomes aware of additional information, and hereby preserves all
evidentiary and other objections incident to this investigation. Morgan Drexen does not by this
reservation undertake any obligation of supplementation or amendment.
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Morgan Drexen and its counsel are committed to cooperating with the Bureau in
connection with the CID and addressing any issues raised by the Bureau. To that end, please do
not hesitate to contact us should you have any questions about the enclosed materials.

Respectfully submitt

Randal M. Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.
Washington, D.C. 20004
202.344A488
202.344.4323

Counsel for Morgan Drexen, Inc.
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June 1, 2012

Randal M. Shaheen, Partner
Venable LLP
575 7th Street, NW
Washington, DC 20004

Re: Morgan Drexen

Dear Mr. Shaheen:

I am writing to address several deficiencies in Morgan Drexen's responses to

the Bureau's March 13, 2012 Civil Investigative Demand ("CID"), including
its most recent productions of May 11'", May 14'" and May 29'". Complete
responses to the entire CID were due by May 11 . There are still numerous
items that have not been addressed at all. The production does not comply with
the CID or the production schedule we agreed to at our meeting of March 28,
2012, as memorialized in the March 30, 2012 letter Rom Enforcement Director
Markus. Specifically, Morgan Drexen's production has the following deficits:

Document Re uests:

1. Documeat Request 21: In your correspondence of M ay 7, 2012 you

indicated that Morgan Drexen "is working diligently to produce
documents in response to the remaining subparts by May 18, 2012."

To date we have received no response at all to subparts (h), (i), (1), (o),
(s), and (x). We have also neither received a privilege log as required
under the CID, nor a response to the privilege case-law citations that I
sent to you on March 29, 2012.

Further, as I m entioned in our conversation of May 29, we need
individual account identifiers each time an account for a Client is noted
in one of the subparts, so that we can match accounts across tables.

Additionally, some of the tables that you have provided have
inconsistent data. For example, there are 792 Clients identified in

consumerfinance.gov
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response to 21(j) who are not present in 21(a). At the same time, there
are 6 Clients identified in 21(a), who are not present in 21(j).

There is also some questionable data. One Client is identified in 21(d)
as having 188 creditors. Although this is certainly possible, it seems
unlikely.
More fundamentally, Morgan Drexen has stated in its response to
request 21(j) that it has not charged any fees to Clients prior to
attempting negotiation or settlement of a debt since January 1, 201 1,
Please confirm that it is Morgan Drexen's position that it has not
charged any such fees, including but not limited to those that may have
been charged pursuant to an "Attorney/Client Bankruptcy Fee
Agreement," since January 1, 201 1.

Document Request 20: We have received no response to this request,

which asks for "All research studies, analyses, or other materials on
which Morgan Drexen relies to provide a reasonable basis for the

claims identified in Interrogatory ¹21,"

Document Request 18: This request asks for "Contracts, agreements,
or correspondence with creditors that participate in the 'Preferred
Creditor Program.'" Confirm that it is Morgan Drexen's position that
there are no relevant contracts or agreements. Further, you have stated
that the requested correspondence related to this program is
forthcoming, but have neither produced it nor even provided a date by
which you intend to produce it.

4, Document Request 17: Document Request 17 asks for "All consumer
or Client complaints about Morgan Drexen or Associated Attorneys
and any responses to the complaints." You have stated that this
production is forthcoming, but have neither produced it nor even
provided a date by which you intend to produce it,

Document Request 11: Document Request 1 1 asks for, inter alia,
correspondence between Morgan Drexen and third parties providing
services to Morgan Drexen. The Request details five different types of
correspondence including: (a) acquiring, providing services to, or

consumerfinance.9ov
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terminating services for consumers or Clients; (b) providing or
acquiring consumer or Client leads; (c) receiving or processing
payments fiom Clients; (d) tracking transactions or otherwise
processing accounts for Clients; or (e) receiving phone calls or making
phone calls to consumers or Clients.

First, as I noted previously, you have provided emails between Morgan
Drexen and Seevian Solutions, Inc. in response to this request in a pdf
format, which is not permitted under the CID's document submission
standards without prior permission. Second, the emails that you have
provided have focused almost exclusively on administrative matters
such as holiday schedules and attendance, not the subjects requested in
the CID. You have provided no other correspondence between Morgan

Drexen or the Associated Attorneys and Seevian Solutions, Inc.,
concerning any of the requested topics.

6. Document Request 10: Document Request 10 requests "All
communications between Morgan Drexen and Associated Attorneys

concerning implementation of policies and procedures, Clients, fees, or
Morgan Drexen's contracts with attorneys." You have stated that
Morgan Drexen is in possession of no documents reflecting
communications regarding fees, other than those already produced, but
have not addressed documents reflecting communications regarding the
implementation of policies and procedures, attorney contracts, or
Clients,

Document Request 9: Document Request 9 asks for "All agreements,
contracts, and Documents related to payments between or among

Associated Attorneys and Morgan Drexen, or between or among

Associated Attorneys." You have produced only contracts and no other

documents related to payments, such as bank statements, invoices, or
agreements with the bank.

Document Request 8: Several of the ads you supplied are missing

telephone numbers. Those ads can be found at MD 005216-
MD005238.

Document Request 6: This request seeks recordings of consumer

intake calls fiom January 1, 2010 until the date of complete compliance

consumerfinance.gov
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with the CID. The Bureau had previously modified this request for
recordings of Client calls to seek only those fiom the first two weeks of
January 2012, reserving its right to seek full compliance. The Bureau
now seeks all recordings of calls made on or after October 27, 2010.

10. Document Request 4: Document Request 4 asks for "All training
manual and training materials for Morgan Drexen employees or

Associated Attorneys".

First, you have only supplied training materials for legal intake
specialists, attorneys, and settlementofficers. Please confirm that you
have no training materials or manuals for the other categories of
employees that you identified in response to Interrogatory 7. Second,
please confirm that you have no training materials or manuals on other
topics such as determining the time that you tell Clients it will take to
pay off deb, or the fees that will be assessed for Client services.

11. Document Request 3: This Request asks for policies and procedures
related to 14 items. You have not addressed subsections (b), (c), (e), (f),
(g), (i), (j), (1), or (n).

Interrogatories

l. In terrogatory 1: You have not responded to this Interrogatory.

2. Interrogatory 11: This Interrogatory asks Morgan Drexen to identify
all current employees or contractors of Morgan Drexen. You have

identified only employees and no contractors. Please either confirm
that it is Morgan Drexen's position that it is no longer using contractors
(as identified in its response to Interrogatory 13) and the date that it
ceased to use contractors, or provide the requested information.

3. Interrogatory 16: You have stated that the requested information on
Clients for whom an Associated Attorney declined to provide services,
is forthcoming, but have neither produced it nor even provided a date
by which you intend to produce it.

consumerfinance.gov
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4. Interrogatory 21: You have stated that the requested basis for claims
made by Morgan Drexen is forthcoming, but have neither produced it
nor even provided a date by which you intend to produce it.

5. Interrogato~ 22: You have stated that you are looking for documents
related to Document Request 20, concerning the substantiation for
claims made by Morgan Drexen, but have neither produced any

documents nor even provided a date by which you intend to produce
them

Please be prepared to discuss all of these issues at our meeting next week,
Further, the Bureau seeks full compliance with these outstanding issues by
June 25, 2012. We look forward to resolving these matters promptly. Thank
you.

Sincerely,

Wend ein b erg
Shirley Chiu
Enforcement Attorneys

cor<sumerfi«ance.gov
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June 1, 2012

VIA ELECTRONIC AND HAND DELIVER Y

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
1750 Pennsylvania Avenue, N.W., 10th Floor
Washington, D.C. 20220

Re: Ei g hth Response to Civil Investigative Demand Issued to Morgan Drexen, Inc.

Dear Ms. Weinberg:

On behalf of our client, Morgan Drexen, Inc., please find enclosed a CD-ROM with
information responsive to Interrogatory 16 of the Civil Investigative Demand ("CID") issued to
Morgan Drexen by the Consumer Financial Protection Bureau (the "Bureau" ) on or about March
13, 2012, as amended by your letter dated March 30, 2012.

Any communications relating to this inquiry, as well as the documents accompanying or
related to those communications and the information contained in the accompanying materials,
constitute sensitive and proprietary business information of Morgan Drexen and are confidential.
All such materials are intended only for review by Bureau staff. Accordingly, we request that
they receive the highest level of protection for confidentiality available under the Bureau's Rules
of Practice, 12 C.F.R. Pts. 1070 and 1080; the Freedom of Information Act, 5 U.S.C. $
552(b)(3)(B), 12 C.F.R. $ 1070.10-1070.23; the Consumer Financial Protection Act, 12 U.S.C. $
5512(c)(6), and any other applicable statutes, regulations, and rules.

Morgan Drexen reserves the right to change, amend, or supplement the enclosed
information or documents if it becomes aware of additional information, and hereby preserves all
evidentiary and other objections incident to this investigation, Morgan Drexen does not by this
reservation undertake any obligation of supplementation or amendment,
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Morgan Drexen and its counsel are committed to cooperating with the Bureau in
connection with the CID and addressing any issues raised by the Bureau, To that end, please do
not hesitate to contact us should you have any questions about the enclosed materials.

Randal M. Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N,W.
Washington, D.C. 20004
202.344.4488
202.344.4323

Counsel for Morgan Drexen, Inc,
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II ~)

Exhibit 28

Confidential Treatment Requested
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June 6, 2012

Randal M. Shaheen, Partner
Venable LLP
575 7th Street, NW
Washington, DC 20004

Re: Morgan Drexen

Dear Mr. Shaheen:

I am writing to memorialize our meeting of June 5, 2012, regarding the
remaining items Morgan Drexen needs to produce pursuant to the Civil
Investigative Demand ("CID") issued by the Consumer Financial Protection
Bureau (the "Bureau" ) on March 13, 2012.

Missin Information on Bankru tc Services

The most fundamental issue that we discussed at the meeting concerned
Morgan Drexen's failure to produce pursuant to the CID any information
regarding the services provided by Associated Attorneys pursuant to
"Attorney/Client Bankruptcy Fee Agreements" (" Bankruptcy Agreement" ).
You stated that most Clients sign both a Bankruptcy Agreement and an
"Attorney/Client Fee Agreement for Debt Resolution Representation" (" Debt
Resolution Agreement" ) • You further indicated that Morgan Drexen was
willing to supplement its production to reflect the Bankruptcy Agreement
information.

Specifically, Morgan Drexen agreed to review its production to date for
Interrogatories 10, 11, 12, 13, 14, 15, 16, 17, 18, and Document Requests 3, 4,
5, 6,7, 8,9, 10, 11, 12, 13,14, 15, 16, 17, 19, and 21, and amend the
production to the extent necessary to add information, data, or documents
related to the Bankruptcy Agreements and the Clients who signed Bankruptcy
Agreements.

Additionally, concerning DR 21, Morgan Drexen will reproduce 21(1) related
to how long Morgan Drexen or an Associated Attorney told a Client it would
take before it would file a bankruptcy petition, to the extent that Morgan
Drexen has access to that information. Finally, Morgan Drexen will add a new

consumerfinance.gov
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subsection (y) to Document Request 21 pursuant to which it will provide
information about whether the Client signed a Bankruptcy Agreement, a Debt
Settlement Agreement, or both. Morgan Drexen will also indicate the dates of
those Agreements to the extent that it has access to that information.

Morgan Drexen will also answer the following questions:

1. When fees are collected under a Bankruptcy Agreement, are

they called "engagement fees"'? If not, what are they called?
2. Are two separate trust accounts opened for Clients when a

Client signs both a Bankruptcy Agreement and a Debt
Settlement Agreement? Are two separate trust accounts
opened for Clients who have different attorneys representing
them under the Bankruptcy Agreement and the Debt
Settlement Agreement?

3. Are there other classes or types of Clients, other than those
receiving debt resolution or bankruptcy services, for whom
Morgan Drexen provides support services to Associated
Attorneys?

Finally, you agreed to send the Bureau the Bankruptcy Code provision which
you contend requires debtors to attempt debt settlement prior to filing a
bankruptcy petition.

Document R uests:

1. Document Request 8: This request seeks marketing materials used by
Morgan Drexen. Morgan Drexen will explain why the phone numbers
are missing &om the commercials already produced and previously
identified in the Bureau's letter dated June 1, 2012. These commercials
can be found at MD005216-MD005238.

2. Document Request 9: This request sought all agreements, contracts
and Documents related to payments between or among Associated

Attorneys and Morgan Drexen, or between or among Associated
Attorneys. The Bureau explained that it had received no documents
reflecting, among other things, any of the following: payments,
invoices, bank statements, or terms related to payments. Morgan
Drexen will supplement its response to more fully address this request.

consumerfinance.gov
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3. Document Request 10: This request seeks "All communications
between Morgan Drexen and Associated Attorneys concerning
implementation of policies and procedures, Clients, fees, or Morgan
Drexen's contracts with attorneys." Morgan Drexen will provide the
mathematical formula underlying the software program used to
generate information related to a Client's fees, monthly payments, and
the amount of time that it will take the Client to settle his or her debts.

Document Request 11: This request seeks information on third parties
providing services to Morgan Drexen or Associated Attorneys.
Morgan Drexen will confirm that it is no longer using lead generators,
and provide the date by which it ceased to use lead generators. Morgan
Drexen will also supply additional emails exchanged between Morgan
Drexen and Seevian Solutions, Inc.

5. Document Request 17: This request seeks all consumer or Client
complaints about Morgan Drexen or Associated Attorneys and the
responses to the complaints. Morgan Drexen will include Client names
and addresses in its production of the Client complaints and Morgan
Drexen's responses to those complaints. The complaints will include
those submitted to Morgan Drexen, the Better Business Bureau, and

any law enforcement or regulatory agency.

Document Request 18: This request seeks contracts, agreements, or

correspondence with creditors of the "Preferred Creditor Program."
Morgan Drexen will supply the requested correspondence related to the
Preferred Creditor Program. Morgan Drexen has already stated that

there are no contracts or agreements that set forth any terms for the
potential settlement of Clients' debts for the creditors in this program.

Document Request 21: This request seeks database information
regarding each Client. Morgan Drexen will amend its production to
include the specific creditor account identification numbers in its
responses to any subpart where it provides creditor account information
or the amount of fees paid to a creditor.

consumerfinance.gov
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Additionally, Morgan Drexen will either supply the data responsive to
the remaining missing subparts or explain why it is not able to supply
it.

Interro atories

Interro ato 11: This request seeks information on employees or
contractors. Morgan Drexen will confirm that it is not using
contractors. If it is using contractors, it will amend its production to
supply the requested information unless those contractors are used
solely within its General Counsel's office for matters that do not
concern Clients or the delivery of services to Clients.

~I 16:The ~ k h id l y f f
whom an Associated Attorney declined to provide services. Morgan
Drexen will provide this information to the extent that it retains it, or
will state that it does not retain this information.

Interro ato 17: This request asks M organ Drexen to "identify each

bank account &om which payments were made &om Morgan Drexen to
an Associated Attorney; &om which payments were made &om an
Associated Attorney to. Morgan Drexen; and in which Clients' funds
are deposited." Morgan Drexen will supply additional identifying
information regarding these bank accounts. (Note: This discussion
arose primarily in the context of the addition of information on
bankruptcy services.)

PDFs of Emails

Several of the documents Morgan Drexen has produced pursuant to the
CID do not conform to the Bureau's Document Submission Standards.
For example, Morgan Drexen produced emails in PDF format rather

than native format. Morgan Drexen will review the Bureau's
Document Submissions Standards and remedy its production in
accordance with those standards. If it has questions about compliance,
counsel for the parties will arrange a conference call between the
technology teams at the Bureau and Morgan Drexen.

consumerfinance.gov
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Identi in C l ient Information

Morgan Drexen previously stated that it has concerns with producing
Client identification information, such as name and address, because
that information is protected by the attorney-client privilege. Morgan
Drexen has apparently now withdrawn this objection, but now claims it
is obligated to withhold this information under certain state bar ethics
statutes and rules. Counsel for Morgan Drexen will provide the Bureau
with the citations to the statutes and ethics opinions that purportedly
prohibit it &om providing Client identification information.

Timeline for Com liance

Except as provided below, Morgan Drexen and its counsel will provide
the information identified above by June 15, 2012. Morgan Drexen will
also remedy the additional deficiencies outlined in the Bureau's letter
of June 1, 2012, by June 15, 2012.

Counsel for Morgan Drexen and the Bureau will talk later this week to
establish a timeline to update all of Morgan Drexen's production to
reflect the missing bankruptcy services information detailed in the first
section of this letter. During that call, counsel will also discuss: 1) a
timeline to update the production to include the individualized credit
account identification numbers missing Rom Document Request 21
and, 2) the remaining production for Document Request 6, the
recordings of consumer calls.

Sincerely,

Wendy J. ber g
Shirley Chiu
Enforcement Attorneys

consumerfinance.gov
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CONFIDENTIAL

June 15, 2012

VIA ELECTRONIC AND HAND DELIVER Y

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
1750 Pennsylvania Avenue, N.W., 10th Floor
Washington, D.C. 20220

Re: Re sponse to June 1, 2012 Letter

Dear Ms. Weinberg:

On behalf of our client, Morgan Drexen, Inc., this letter provides a partial response to

your June 1, 2012, letter, in which you set forth several alleged deficiencies in Morgan Drexen's

May 11, May 14, and May 29 responses to the Civil Investigative Demand ("CID") issued to

Morgan Drexen by the Consumer Financial Protection Bureau(the "Bureau" ) on or about March

13, 2012, as amended by your letter dated March 30, 2012. In addition, please note that Morgan

Drexen is working diligently to follow up on the issues we discussed during our June 5, 2012

meeting.

This letter and any accompanying documents constitute sensitive and proprietary

business information of Morgan Drexen and are confidential. All such materials are intended

only for review by Bureau staff, Accordingly, we request that they receive the highest level of

protection for confidentiality available under the Bureau's Rules of Practice, 12 C.F.R. Pts. 1070

and 1080; the Freedom of Information Act, 5 U.S.C. $ 552(b)(3)(B), 12 C.F.R. $ 1070.10-
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1070.23; the Consumer Financial Protection Act, 12 U,S.C, ( 5512(c)(6), and any other

applicable statutes, regulations, and rules.

Document Requests

Document Request 21; In your correspondence of May 7, 2012 you indicated that

Morgan Drexen "is working diligently to produce documents in response to the remaining

subparts by May 18, 2012."

To date we have received no response at all to subparts (h), (i), (1), (o), (s), and (x).
We have also neither received a privilege log as required under the CID, nor a response to
the privilege case-law citations that I sent to you on March 29, 2012.

Further, as I mentioned in our conversation of May 29th, we need individual

account identifiers each time an account for a Client is noted in one of the subparts, so that

we can match accounts across tables.

Additionally, some of the tables that you have provided have inconsistent data. For

example, there are 792 Clients identified in response to 21(j) who are not present in 21(a).
At the same time, there are 6 Clients identified in 21(a), who are not present in 21(j).

There is also some questionable data, One Client is identified in 21(d) as having 188

creditors, Although this is certainly possible, it seems unlikely.

More fundamentally, Morgan Drexen has stated in its response to request 21(j) that

it has not charged any fees to Clients prior to attempting negotiation or settlement of a debt

since January 1, 2011. Please confirm that it is Morgan Drexen's position that it has not
charged any such fees, including but not limited to those that may have been charged

pursuant to an "Attorney/Client Bankruptcy Fee Agreement," since January 1, 2011.

Response: Morgan Drexen has produced documents in response to Document Request 21

subparts (a), (b), (c), (d), (e), (f), (g), (j), (k), (m), (n), (p), (q), (r) (t), (u), (v), and (w). As

explained below, Morgan Drexen objects or does not have non-privileged or non-confidential

information responsive to the remaining subparts (h), (i), (1), (o), (s), and (x).
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Subpart (h): Morgan Drexen does not regularly update balances for aocounts; therefore, the

database does not contain the balance of the debt(s) owed by the Associated Attorneys' Clients at

the time he/she ceases to make payments to the Associated Attorneys.

Subpart (i): Morgan Drexen does not maintain information regarding the annual

percentage rate and monthly penalty fee(s) for each Associated Attorney's Clients' debt at the

time of enrollment, time of settlement, or termination of services.

Subpart (/): Morgan Drexen does not maintain information responsive to this request.

The projected duration of legal representation varies based on numerous factors (i. e,, skipped

payments, adding/dropping accounts, decreasing payments, etc,) and is therefore not a data point

maintained within the Company's database.

Subpart (o): Morgan Drexen's database does not track each Associated Attorney's

reasons for rejecting, modifying, or accepting an offer of settlement, Please refer to the report

provided in response to Subpart (n) for information on offers of settlement that were accepted.

Subpart (s): Morgan Drexen does not maintain information in its database regarding

complaints made by law firm clients against Morgan Drexen or Associated Attorneys. Please

refer to the response to Dooument Request No. 17 for copies of oonsumer or Client oomplaints in

Morgan Drexen's possession,

Subpart (x): Morgan Drexen objects to this request on grounds that it seeks information

and documents that are protected from disclosure by the attorney-client privilege, work-product

doctrine, and/or Rule 3-100 of the California Bar's Rules of Professional Conduct, which

prohibits Morgan Drexen (on behalf of its Associated Attorneys) from disclosing the confidential

information of an Associated Attorney Client. See Attachment 1 (copies of Cal. Bus. & Prof.
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Code $ 6068(e) (2012); Cal. Rules of Prof. Conduct, Rule 3-100 (2012); and Los Angeles

County Bar Opinion No. 267 (January 26, 1960)). The database field containing information

potentially responsive to subpart (x) contains both privileged and confidential communications

between Morgan Drexen, Associated Attorneys, and the Clients of the Associated Attorneys.

Morgan Drexen further objects to the request on the grounds that it is unduly

burdensome. We have conducted a sampling of the notes fields and found that more than half of

the entries contain privileged and/or confidential information, with the other half containing

mostly non-responsive information (such as notes regarding the transfer of communications

between departments, notes on verification of client address, and other routine administrative

functions).

For the time period covered by the CID, Morgan Drexen's database contains millions

upon millions of field entries with information potentially responsive to subpart (x). Identifying

any responsive information that is not privileged and/or confidential would require Morgan

Drexen's employees to spend significant time outside of their daily responsibilities collecting

and processing huge swaths of data with little if any relevance to this inquiry, Then, Morgan

Drexen's attorneys would be required to conduct an exhaustive, time consuming, and expensive

review of the documents for relevance and privilege. In light of these burdens, and the fact that

any responsive information contained in the fields is likely privileged and/or confidential,

Morgan Drexen objects to any request that the company review and redact the database fields

potentially responsive to subpart (x).
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Document Request 1S; This request asks for "Contracts, agreements, or

correspondence with creditors that participate in the 'Preferred Creditor Program,'"
Confirm that it is Morgan Drexen's position that there are no relevant contracts or

agreements, Further, you have stated that the requested correspondence related to this

program is forthcoming, but have neither produced it nor even provided a date by which
you intend to produce it.

Response: Morgan Drexen does not enter into any "relevant" contracts or agreements

with creditors that participate in the "Preferred Creditor Program." Discovery on

correspondence related to the program is continuing and Morgan Drexen is working diligently to

collect and produce any responsive materials to the Bureau on or about June 29, 2012.

Docuinent Request 17: Document Request 17 asks for "All consumer or Client

complaints about Morgan Drexen or Associated Attorneys and any responses to the

complaints," You have stated that this production is forthcoming, but have neither

produced it nor even provided a date by which you intend to produce it.

Response: Please find attached as Bates No. MD009960 to MD010768 copies of the

requested consumer complaints.
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Document Request 11: Document Request 11 asks for, inter alia, correspondence

between Morgan Drexen and third parties providing services to Morgan Drexen. The

Request details five different types of correspondence including: (a) acquiring, providing
services to, or terminating services for consumers or Clients; (b) providing or acquiring

consumer or Client leads; (c) receiving or processing payments from Clients; (d) tracking
transactions or otherwise processing accounts for Clients; or (e) receiving phone calls or
making phone calls to consumers or Clients,

First, as I noted previously, you have provided emails between Morgan Drexen and

Seevian Solutions, Inc. in response to this request in a pdf format, which is not permitted
under the CID's document submission standards without prior permission. Second, the

emails that you have provided have focused almost exclusively on administrative matters

such as holiday schedules and attendance, not the subjects requested in the CID. You have

provided no other correspondence between Morgan Drexen or the Associated Attorneys

and Seevian Solutions, Inc., concerning any of the requested topics.

Response: Morgan Drexen has contracted with Seevian Solutions, Inc. ("Seevian") to

provide administrative call routing and related functions. Seevian does not provide Morgan

Drexen with any services related to the activities set forth in subparts (a) through (e), other than

handling overflow phone calls from the Clients of Associated Attorneys. This role is

administrative in nature, and explains why the email communications previously provided by

Morgan Drexen "have focused almost exclusively on administrative matters." Please advise if

the Bureau would like Morgan Drexen to search for and produce any additional administrative

communications between Morgan Drexen and Seevian. Finally, Morgan Drexen does not

contract with any other third party service providers for the types of services set forth in subparts

(a) through (e).
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Document Request 10: Document Request 10 requests "All communications
between Morgan Drexen arid Associated Attorneys concerning implementation of policies

and procedures, Clients, fees, or Morgan Drexen's contracts with attorneys." You have

stated that Morgan Drexen is in possession of no documents reflecting communications

regarding fees, other than those already produced, but have not addressed documents
reflecting communications regarding the implementation of policies and procedures,

attorney contracts, or Clients,

Response: On April 27, 2012, Morgan Drexen produced documents bates labeled

MD001716 — MDOOI760 that contained the form letters sent by Morgan Drexen to Associated

Attorneys regarding the implementation of policies and procedures. Morgan Drexen objects to

this request to the extent it seeks information and documents that are protected from disclosure

by the attorney-client privilege, work-product doctrine, and/or Rule 3-100 of the California Bar's

Rules of Professional Conduct, which prohibits Morgan Drexen (on behalf of its Associated

Attorneys) from disclosing the confidential information of an Associated Attorney Client. See

Attachment 1 (copies of Cal. Bus. 8c Prof. Code $ 6068(e) (2012); Cal. Rules of Prof. Conduct,

Rule 3-100 (2012); and Los Angeles County Bar Opinion No. 267 (January 26, 1960)).

Discovery on this matter is continuing and Morgan Drexen is working diligently to

collect and produce any responsive materials to the Bureau.

Document Request 9: Document Request 9 asks for "All agreements, contracts, and
Documents related to payments between or among Associated Attorneys and Morgan

Drexen, or between or among Associated Attorneys." You have produced only contracts

and no other documents related to payments, such as bank statements, invoices, or
agreements with the bank,

Response: Based on our meeting on June 5, 2012, we understand that the Bureau is

seeking documents and communications between Morgan Drexen and Associated Attorneys

concerning the terms of payment, as well as any documents that relate to actual payments (such

From Arti
cle at G

etO
utO

fDebt.o
rg



Case 1:13-cv-01112-CKK Document 3-5 Filed 07/22/13 Page 147 of 253

Wendy Weinberg, Esq. CONFIDENTIAL
June 15, 2012
Page 8

as invoices, bank statements, etc.). Discovery on this matter is continuing and Morgan Drexen is

working diligently to collect and produce any responsive materials to the Bureau.

Document Request 8: Several of the ads you supplied are missing telephone

numbers, Those ads can be found at MD 005216- MD005238,

Response: On April 27, 2012, Morgan Drexen provided the Bureau with copies of

advertisements in its possession that promote the legal services offered by the Associated

Attorneys supported by Morgan Drexen, The advertisements bates labeled MD005216-

MD005238 do not contain telephone numbers because Morgan Drexen worked with a third party

media placement company to distribute these advertisements. The third party was responsible

for inserting phone numbers into the advertisements prior to dissemination. Morgan Drexen

does not maintain final copies of the advertisements with phone numbers.

Document Request 6; This request seeks recordings of consumer intake calls from

January 1, 2010 until the date of complete compliance with the CID. The Bureau had

previously modified this request for recordings of Client calls to seek only those from the
first two weeks of January 2012, reserving its right to seek full compliance. The Bureau

now seeks all recordings of calls made on or after October 27, 2010.

Response; On May 11, 2012, Morgan Drexen produced to the Bureau 500 sample

recordings of consumer intake calls. Morgan Drexen respectfully suggests that these recordings

provide a sufficient sampling because the vast majority of consumer intake calls are based on the

same script. Moreover, producing all recordings would require Morgan Drexen's employees to

spend significant time outside of their daily responsibilities collecting and processing thousands

of calls. In light of these burdens, and the fact that any responsive information contained in the

fields is likely duplicative of the information provided in the 500 sample calls already produced,
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Morgan Drexen would appreciate an opportunity to discuss with the Bureau potential

modifications to this request.

Document Request 4: Document Request 4 asks for "All training manual and

training materials for Morgan Drexen employees or Associated Attorneys".

First, you have only supplied training materials for legal intake specialists,

attorneys, and settlement officers. Please confirm that you have no training materials or

manuals for the other categories of employees that you identified in response to
Interrogatory 7. Second, please confirm that you have no training materials or manuals on

other topics such as determining the time that you tell Clients it will take to pay off debt, or

the fees that will be assessed for Client services.

Response: On April 13, 2012, Morgan Drexen produced to the Bureau all of the

Company's standalone training manuals and materials bates labeled MD000841 — MD000961.

In addition, please refer to the policies and procedures produced in response to Document

Request 3 for additional training information provided to Morgan Drexen employees.

Document Request 3: This Request asks for policies and procedures related to 14

items, You have not addressed subsections (b), (c), (e), (f), (g), (i), (j), (1), or (n).

Response: On April 13, 2012, Morgan Drexen produced all copies of the Company's

policies and procedures bates labeled MD000001 — MD000840.

Interrogatory 1; You have not responded to this Interrogatory.

Response: To date, the following persons have participated in responding to this CID

• Jeffrey A, Katz, General Counsel — Collect and review documents for production and
responses to interrogatories.

• Erich Schiefelbine, Assistant General Counsel — Collect and review documents for
production.

• Linh T. Tran, Staff C'ounsel — Collect and review documents for production and
responses to interrogatories.
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• Jessica Tincopa — Compliance Counsel — Collect and review documents for production,

• Randall Shaheen, Venable LLP — Collect and review documents for production and
responses to interrogatories.

• Andrew Bigart, Venable LLP — Collect and review documents for production and
responses to interrogatories.

Morgan Drexen reserves the right to change, amend, or supplement the information

provided herein if it becomes aware of additional information, and hereby preserves all

evidentiary and other objections incident to this investigation. Morgan Drexen does not by this

reservation undertake any obligation of supplementation or amendment.

The Company is working diligently to complete its responses to the CID specifications.

Morgan Drexen and its counsel are committed to cooperating with the Bureau in connection with

the CID and addressing any issues raised by the Bureau. Please do not hesitate to contact us

should you have any questions about the enclosed materials.

Respectfu y submitte,

Rand M. Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.
Washington, D.C. 20004
202.344.4488
202.344.4323
Counsel for Morgan Drexen, Inc.
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BUSINESS AND PROFESSIONS CODE
SECTION 6060-6069

6068. It is the duty of an attorney to do all of the following:

(a) To support the Constitution and laws of the United States and of this

s ta t e .
(b) To maintain the respect due to the courts of justice and judicial

o ff i c e r s .
(c) To counsel or maintain those actions, proceedings, o r de fenses on l y a s

appear to him or her legal or just, except the defense of a person charged
with a public offense.

(d) To employ, for the purpose of maintaining the causes confided to him
or her those means only as are consistent with truth, and neve r t o s eek t o
mislead the judge or any judicial officer by an artifice or false statement

of fact or law.

(e) (1) To maintain inviolate the confidence, and at every peril to
himself or herself to preserve the secrets, of his or her client.

(2) No t w i t hs t and i n g pa r agr ap h ( 1) , an attorney may, but is not required
to, reveal confidential information relating to the representation of a

client to the extent that the attorney reasonably believes the disclosure is

necessary to prevent a criminal act that the attorney reasonably believes is

likely to result in death of, or substantial bodily harm to, an individual,

(f) To advance no fact prejudicial to the honor or reputation of a party

or witness, unless required by the justice of the cause with which he or she

i s c h a r g e d .
(g) Not to encourage either the commencement or the continuance of an

action or proceeding from any corrupt motive of passion or interest.

(h) Never to reject, for any consideration personal to himself or herself,
the cause of the defenseless or the oppressed.

(i) To cooperate and participate in any disciplinary investigation or

other regulatory or disciplinary proceeding pending against himself or

herself. However, this subdivision shall not be construed to deprive an

attorney of any privilege guaranteed by the Fifth Amendment to the

Constitution of the United States, or any other constitutional or statutory
privileges. This subdivision shall not be construed to require an attorney to

cooperate with a request that requires him or her to waive any constitutional

or statutory privilege or to comply with a request for information or other

matters within an unreasonable period of time in light of the time

constraints of the attorney's practice. Any exercise by an attorney of any

constitutional or statutory privilege shall not be used against the attorney

in a regulatory or disciplinary proceeding against him or her.

(j) To comply with the requirements of Section 6002. 1.

(k) To comply with all conditions attached to any disciplinary probation,

including a probation imposed with the concurrence of the attorney.

(l) To keep all agreements made in lieu of disciplinary prosecution with

the agency charged with attorney discipline.

(m) To respond promptly to reasonable status inquiries of clients and to

keep clients reasonably informed of significant developments in matters with

regard to which the attorney has agreed to provide legal services.

(n) To provide copies to the client of certain documents under time limits

and as prescribed in a rule of professional conduct which the board shall

adopt .
(o) To report to the agency charged with attorney discipline, in writing,

within 30 days of the time the attorney has knowledge of any
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of the following:

(1) The filing of three or more lawsuits in a 12-month period

against the attorney for malpractice or other wrongful conduct

committed in a professional capacity.

(2) The entry of judgment against the attorney in a civil action

for fraud, misrepresentation, breach of fiduciary duty, or gross

negligence committed in a professional capacity.

(3) The imposition of judicial sanctions against the attorney,

except for sanctions for failure to make discovery or monetary

sanctions of less than one thousand dollars ($1,000),

(4) The bringing of an indictment or information charging a felony

against the attorney.

(5) The conviction of the attorney, including any verdict of

guilty, or plea of guilty or no contest, of a felony, or a
misdemeanor committed in the course of the practice of law, or in a

manner in which a client of the attorney was the victim, or a

necessary element of which, as determined by the statutory or common

law definition of the misdemeanor, involves improper conduct of an

attorney, including dishonesty or other moral turpitude, or an

attempt or a conspiracy or solicitation of another to commit, a felony

or a misdemeanor of that type.

(6) The imposition of discipline against the attorney by a

professional or occupational disciplinary agency or licensing board,

whether in California or elsewhere.

(7) Reversal of judgment in a proceeding based in whole or in part

upon misconduct, grossly incompetent representation, or willful
misrepresentation by an attorney.

(8) As used in this subdivision, "against the attorney" includes

claims and proceedings against any firm of attorneys for the practice

of law in which the attorney was a partner at the time of the

conduct complained of and any law corporation in which the attorney

was a shareholder at the time of the conduct, complained of unless the

matter has to the attorney's knowledge already been reported by the

law firm or corporation.

(9) The State Bar may develop a prescribed form for the making of

reports required by this section, usage of which it may require by

rule or regulation.

(10) This subdivision is only intended to provide that the failure

to report as required herein may serve as a basis of discipline.

6069. (a) Every member of the State Bar shall be deemed by

operation of this law to have irrevocably authorized the disclosure

to the State Bar and the Supreme Court pursuant to Section 7473 of

the Government Code of any and all financial records held by

financial institutions as defined in subdivisions (a) and (b) of

Section 7465 of the Government Code pertaining to accounts which the

member must maintain in accordance with the Rules of Professional

Conduct, provided that no such financial records shall be disclosed

to the State Bar without a subpoena therefor having been issued

pursuant to Section 6049 of this code, and further provided that the

board of trustees shall by rule provide notice to the member similar

to that notice provided for in subdivision (d) of Section 7473 of the

Government Code, Such notice may be sent by mail addressed to the

member's current office or other address for State Bar purposes as

shown on the member's registration records of the State Bar.
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The State Bar shall, by mail addressed to the member's c urr e n t
office or other address for State Bar purposes a s shown o n t he m e mber '
s registration records of the State Bar, notify its members annually
of the provisions of this subdivision.

(b) With regard to the examination of all financial records other

than those mentioned in subdivision (a), held by financial

institutions as defined in subdivisions (a) and (b) of Section 7465

of the Government Code, no such financial records shall be disclosed
to the State Bar without a subpoena therefor having been issued

pursuant to Section 6049 of this code and the board of trustees shall

by rule provide for service of a copy of the subpoena on the

customer as defined in subdivision (d) of Section 7465 of the

Government Code and an opportunity for the customer to move the board

or committee having gurisdiction to quash the subpoena prior to

examination of the financial records. Review of the actions of the

board or any committee on such motions shall be had only by the

Supreme Court in accordance with the procedure prescribed by the

court. Service of a copy of any subpoena issued pursuant to this

subdivision (b) may be made on a member of the State Bar by mail

addressed to the member's current office or other address for State
Bar purposes as shown on the member's registration records of the

State Bar. Zf the customer is other than a member, s erv i c e sha l l be
made pursuant to Chapter 4 (commencing with Section 413. 10) of Title

5 of Part 2 of the Code of Civil Procedure, except that service may
be made by an employee of the State Bar.

(c) For purposes of this section, "member of the State Bar" or
"member~~ means every member of the State Bar, law firm in California

of which a member of the State Bar is a member, and l a w c o r po r at i on
within the meaning of Article 10 of Chapter 4 of Division 3 of this
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(Cur'r'ent rules as of January I, 20I2. The operative (B) Definitions.

dates of select rule amendments are shown at!he end
of relevant rules,) (1) "Law Firm" means:

(a) two or more lawyers whose activities
constitute the practice of law, and who

CHAPTER 1. share its profits, expenses, and liabilities; or

PROFESSIONAL INTEGRITY IN gENERAL
(b) a law corporation which employs
more than one lawyer;.or

Rule 1-100 Rules of Professional Conduct, in
General (c) a d i v ision, department, office, or

group within a business entity, which

(A) Purpose and Function, includes more than one l awyer who
performs legal services for the business

The following rules are intended to regulate entity; or

professional conduct of members of the State

Bar through discipline. They have been adopted (d) a p u b l icly f unded entity w h ich

by the Board of Governors of the State Bar of employs more than one lawyer to perform

California and approved by the Supreme Court legal services.

of Cal i fornia ' pursuant t o Bu s iness and
Professions Code sections 6076 and 6077 to (2) "Member" means a member of the State

protect the public and to promote respect and Bar of California,

confidence in the legal profession. These rules
together with any standards adopted by the (3) "Lawyer" means a member of the State

Board of Governors pursuant to these rules shall Bar of California or a person who is admitted in

be binding upon all members of the State Bar. good standing of and eligible to practice before
the bar of any United States court or the highest

For a willful breach of any of these rules, the court of the District of Columbia or any state,

Board of Governors has the power to discipline territory, or insular possession of the United

members as provided by law. States, or is licensed to practice law in, or is
admitted in good standing and eligible to practice

The prohibition of certain conduct in these rules before the bar of the highest court of, a foreign

is not exclusive. Members are also bound by country or any political subdivision thereof.

applicable law including the State Bar Act (Bus.
k Prof, Code, Ij6000 et seq,) and opinions of (4) "Associate" means an employee or fellow

California courts. Although not binding, opinions employee who is employed as a lawyer,

of ethics committees in California should be
consulted by members for guidance on proper (5) "Shareholder" means a shareholder in a

professional conduct, Ethics opinions and rules professional corporation pursuant to Business

and standards promulgated by other jurisdictions and Professions Code section 6160 et seq,

and bar associations may also be considered,
(C) Purpose of Discussions,

These rules are not intended to create new civil
causes of action, Nothing in these rules shall be Because it is a practical impossibility to convey in

deemed to create, augment, diminish, or eliminate black letter form al l o f t h e nuances of these

any substantive legal duty of lawyers or the non- disciplinary rules, the comments contained in the

disciplinary consequences of violating such a duty. Discussions of the rules, while they do not add
independent basis for i mposing discipline, are

NOTE; Operative January I, 20I2, Business and Professions Code section 60/0, in part, provides that the State
Bar is governed by a board known as the board of t rustees of the State Bar and that any provision of law
referring to the "board of governors" shall be deemed to refer to the "board of trustees. " In accordance with this

Iaw, references to the "board of governors" included in the current Rules of Pr ofessional Conduct are deemed to
refer to the "board of trustees.

"

2012 CURRENT RULES
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jurisdiction, other than a disciplinary tribunal, shall without the informed consent of the client, or as
have first adjudicated a complaint of a l leged provided in paragraph (B) of this rule.
discrimination and found that unlawful conduct
occurred. Upon such adjudication, the tribunal (B) A member may, but is not required to, reveal
finding or verdict shall then be admissible evidence confidential information relating to the representation
of the occurrence or non-occurrence of the alleged of a client to the extent that the member reasonably
discrimination i n a n y dis c iplinary p roceeding believes the disclosure is necessary to prevent a
initiated under this rule. In order for discipline to be criminal act that the member reasonably believes is
imposed under this rule, however, the finding of likely to result in death of, or substantial bodily harm
unlawfulness must be upheld and final after appeal, to, an individual,
the time for filing an appeal must have expired, or the
appeal must have been dismissed, (C) Before revealing confidential information to

prevent a criminal act as provided in paragraph (B), a
Discussion: member sha! 1, if reasonable under the circumstances:

In order for discriminatory conduct to be actionable (I) make a good faith effort to persuade the
under this rule, it must first be found to be unlawful client: (i) not to commit or to continue the
by an appropriate civil administrative or judicial criminal act or (ii) to pursue a course of conduct
tribunal under applicable state or federal law. Until that wil l p revent the threatened death or
there is a finding of civil unlawfulness, there is no substantial bodily harm; or do both (i) and (ii);
basis for disciplinary action under this rule. and

A complaint of misconduct based on this rule may be (2) in form the client, at an appropriate time, of
f iled with the State Bar fol lowing a f inding of the member's ability or decision to reveal
unlawfulness in the first instance even though that information as provided in paragraph (B).
finding is thereafter appealed.

(D) In r e vealing c onfidential i n formation as
A d isciplinary investigation or p r oceeding for provided in paragraph (B), the member's disclosure
conduct coming within this rule may be initiated and must be no more than is necessary to prevent the
maintained, however, if such conduct warrants criminal act, given the information known to the
discipline under California Business and Professions member at the time of the disclosure.
Code sections 6106 and 6068, the Cal ifornia
Supreme Court's inherent authority t o i m pose (E) A member who does not reveal information
discipline, or other disciplinary standard, (Added by permitted by paragraph (B) does not violate this rule,
order of Supreme Court, effective March I, 1994,)

Discussion:

[I] Du ty of confrdenliality. Paragraph (A) relates to
CHAPTER 3. a member's obligations under Business and

PROFESSIONAL RELATIONSHIP WITH Professions Code section 6068, subdivision (e)(l),
CLIENTS which provides it i s a . duty of a member: "To

maintain inviolate the confidence, and at every peril
to himself or herself to preserve the secrets, of his or

Rule 3-100 Confidential Information of a Client her client." A me m ber's duty to p reserve the

(A) A me mber shal l n o t re veal i n formation
confidentiality of client information involves public
policies of paramount importance. (In Re Jordan

protected from disclosure by Business and

Professions Code section 6068, subdivision (e)(1) (1974) 12 Cal.3d 575, 580 [116 Cal.Rptr. 371].)
Preserving the confidentiality of client information
contributes to the trust that is the hallmark of the

NOTE: Operative January I, 20l2, Business and Professions Code section 60IO, in part, provides that the State
Bar is governed by a board known as the board of t rustees of the State Bar and that any provision of law
referring to the "board of governors" shall be deemed to refer to the "board of trustees." In accordance with this
law, references lo Ihe "board of gover nor s " included in the current Rules of Professional Conduct ar e deemed to
refer to the "board of trustees.

"
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client-lawyer relationship. T h e c l ient is thereby public policies promoted by lawyers adhering to the
encouraged to seek legal assistance and to core duty of confidentiality, the overriding value of
communicate fully and frankly with the lawyer even life permits disclosures otherwise prohibited under
as to embarrassing or legally damaging subject Business & Pr o fessions Code section 6068,
matter. T h e l awyer needs this information to subdivision (e)(1). Paragraph .(B), which restates
represent the client effectively and, if necessary, to Business and Professions Code section 6068,
advise the client to refrain from wrongful conduct, subdivision (e)(2), identifies a narro'w confidentiality
Almost without exception, clients come to lawyers in exception, absent the client's informed consent, when
order to determine their rights and what is, in the a member reasonably believes that disclosure is
complex of laws and regulations, deemed to be legal necessary to prevent a criminal act that the member
and correct. Based upon experience, lawyers know reasonably believes is likely to result in the death of,
that almost all clients follow the advice given, and or substantial bodily harm to an individual. Evidence
the law is upheld, Paragraph (A) thus recognizes a Code section 956,5, which relates to the evidentiary
fundamental p r i nciple in the clie n t-lawyer attorney-client privilege, sets forth a similar express
relationship that, in the absence of the c l ient's exception, Although a member is not permitted to
informed consent, a m ember must not . reveal reveal confidential information concerning a client's
information relating to the representation, (See, e.g., past, completed criminal acts, the policy favoring the
Commercial Standard Title Co. v. Superior Court preservation of h uman l i f e t hat underlies this
(1979) 92 Cal,App.3d 934, 945 [155 Cal.Rptr, 393].) exception to the duty of confidentiality and the

evidentiary privilege permits disclosure to prevent a
[2] Cl ient-lawyer confidentiality encompasses the future or ongoing criminal act.
attorney-client prii>ilege, the work-product doctrine
and ethical standards of confidentiality. The [4] Me mber not subject to discipline for revealing
principle of client-lawyer confidentiality applies to confidential information as permitted under this Rule.
information relating to the representation, whatever Rule 3-100, which restates Business and Professions
its source, and encompasses matters communicated in Code section 6068, subdivision (e)(2), refiects a
confidence by the client, and therefore protected by balancing between the interests of preserving client
the attorney-client privilege, matters protected by the contidentiality and of preventing a criminal act that a
work product doctrine, and matters protected under member reasonably believes is l ikely to result in
ethical standards of confidentiality, all as established death or substantial bodily harm to an individual. A
in law, rule and policy, (See In the Matter of Johnson member who rev'eals information as permitted under
(Rev. Dept, 2000) 4 Cal. State Bar Ct. Rptr. 179; this rule is not subject to discipline.
Goldstein v, Lees (1975) 46 Cal.App.3d 614 [120
Cal,Rptr, 253],) The attorney-client privilege and [5] No du ty to r e veal confidential information.
work-product doctrine apply in judicial and other Neither Business and Professions Code section 6068,
proceedings in which a member may be called as a subdivision (e)(2) no r t h i s r u l e i m poses an
witness or be o therwise compelled to p roduce affirmative obligation on a m e mber to r eveal
evidence concerning a client. A member's ethical information in order to prevent harm, (See rule 1-
duty of confidentiality is not so limited in its scope of 100(A).) A me mber may decide not to reveal
protection for the client-lawyer relationship of trust confidential information. Whether a member chooses
and prevents a member from revealing the client's to reveal confidential information as permitted under
confidential information even when not confronted this rule is a matter for the individual member to
with such compulsion, Thus, a member may not decide, based on all the facts and circumstances, such
reveal such information except with the consent of as those discussed in paragraph [6] of this discussion,
the client or as authorized or required by the State
Bar Act, these rules, or other law, [6] Oeciding to reveal confidential information as

permitted under pa> agraph (B). Disclosure permitted
[3] Na rrow exception to duly of c onfidentiality under paragraph (B) is ordinarily a last resort, when
under this Rule. Not w i thstanding the important no other available action is reasonably likely to

NOTE; Operative January I, 20I2, Business and Professions Code section 6010, in part, provides that the State
Bar is governed by a board known as the board of t rustees of the. State Bar and that. any provision of law
referring to the "board of governors" shall be deemed to refer to the "board af trustees. " In, accordance with this
laic>, references to the "board of goveinors" included in the current Rules of Professional Conduct are deemed to
refer to the "board of trustees."

2012 CURRENT RULES 15
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prevent the cr iminal act. Prior to r evealing confidential information, the member must, i f
information as permitted under paragraph (B), the reasonable under the circumstances, make a good
member must, if reasonable under the circumstances, faith effort to persuade the client not to commit or to
make a good faith effort to persuade the client to take continue the criminal act, or to persuade the client to
steps to avoid the criminal act or threatened harm, otherwise pursue a course of conduct that wi l l
Among the factors to be considered in determining prevent the threatened death or substantial bodily
whether to disclose confidential information are the harm, or if necessary, do both. The interests

following: protected by such counseling is the client's interest in
limiting disclosure of confidential information and in

(I ) the amount of time that the member has to taking responsible action to deal with situations
make a decision about disclosure; attributable to the client. I f a c l ient, whether in

response to the member's counseling or otherwise,
(2) whether the client or a third party has takes corrective action — such as by ceasing the
made similar threats before and whether they criminal act before harm is caused — the option for
have ever acted or attempted to act upon them; permissive disclosure by the member would cease as

the threat posed by the criminal act would no longer
( 3) whether t h e me mber b e l ieves t h e be present. When the actor is a nonclient or when the
member's efforts to persuade the client or a act is deliberate or malicious, the member who
third person not to engage in the criminal contemplates making a d verse d isclosure o f
conduct have or have not been successful; confidential information may reasonably conclude

that the compelling interests of the member or others
(4) the extent of adverse effect to the client's in their own personal safety preclude personal contact
rights under the Fifth, Sixth and Fourteenth with the actor. Before counseling an actor who is a
Amendments of the United States Constitution nonclient, the member should, if reasonable under the
and analogous rights and privacy rights under circumstances, first advise the client of the member's
Article 1 of the Constitution of the State of intended course of action. I f a c l ient or another
California that may result f rom d isclosure person has already acted but the intended harm has
contemplated by the member; not yet occurred, the member should consider, if

reasonable under the c i rcumstances,efforts to
(5) the extent of other adverse effects to the persuade the client or third person to warn the victim
c lient that m a y re sul t fr o m disclosure or consider other appropriate action to prevent the
contemplated by the member, and harm. Even when the member has concluded that

paragraph (B) does not permit the member to reveal
(6) the nature and extent of information that confidential information, the member nevertheless is
must be disclosed to prevent the criminal act or permitted to counsel the client as to why it may be in
threatened harm, the client's best interest to consent to the attorney's

disclosure of that information.
A member may also consider whether the prospective
harm to the victim or victims is imminent in deciding [8] Di sclosure of confidential information must be
whether to disclose the confidential information, no more than is reasonably necessary to prevent the
However, the imminence of the harm is not a criminal act. Un der paragraph (D), disclosure of
prerequisite to disclosure and a member may disclose confidential information, when made, must be no
the information without waiting until immediately more extensive than the member reasonably believes
before the harm is likely to occur. necessary to prevent the criminal act, Disclosure

should allow access to the confidential information to
[7] Co unseling eli ent or third person nol lo commit only those persons who the member reasonably
a criminal acl reasonably likely to result in death of believes can act to prevent the harm. Under some
substantial bodily harm. Subp aragraph (C)(l) circumstances, a member may determine that the best
provides that before a member may ' reveal course to pursue is to make an anonymous disclosure

ÃOTE,' Operative January I, 20I2, Business and Professions Code section 60IO, in part, provides that the State
Bar is governed by a board known as the board of t rustees of the State Bar and that any provision of law
referring to the "board of governors" shall be deemed to refer to the "board of trustees. " In accordance with this
Iaw, t eferences to the "board of governors" included in the current Rules of Pi ofessi anal Conduct ar e deemed to
refer to the "board of trustees."

2012 CURRENT RULES 16
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to the potential victim or relevant law-enforcement (5) the likelihood that the client's matter will
authorities. What particular measures are reasonable involve information within paragraph (B);
depends on the circumstances known to the member,
Relevant circumstances include the time available, (6) the member's belief, if applicable, that so
whether the victim might be unaware of the threat, informing the client is l ikely to increase the
the member's prior course of dealings with the client, likelihood that a criminal act likely to result in
and the extent of the adverse effect on the client that the death of, or substantial bodily harm to, an
may result fiom the disclosure contemplated by the individual; and
member.

(7) the member's belief, i f applicable, that
[9] Informing client of member's ability or decision good faith efforts to persuade a client not to act
to reveal confidential information under subparagraph on a threat have failed.
(C)(2). A member is required to keep a client
reasonably informed about significant developments [10] Avoiding a chilling effect on the lawyer-cl!ent
regarding the employment or representation, Rule 3- relationship. The foregoing flexible approach to the
500; Business and Professions Code, section 6068, member's informing a client of his or her ability or
subdivision (m), Pa ragraph (C)(2), however, decision to reveal confidential information recognizes
recognizes that under certain circumstances, informing the concern that informing a client about limits on
a client of the member's ability or decision to reveal confidentiality may have a chilling effect on client
confidential information under paragraph (B) would communication. (See Discussion paragraph [I].) To
likely increase the risk of death or substantial bodily avoid that chilling effect, one member may choose to
harm, not only to the originally-intended victims of the inform the client of the member's ability to reveal
criminal act, but also to the client or members of the i nformation as e a r ly a s the outset o f the
client's family, or to the member or the member's representation, while another member may choose to
family or associates. Therefore, paragraph (C)(2) inform a client only at a point when that client has
requires a member to inform the client of the member's imparted information that may fall under paragraph
ability or decision to reveal confidential information as (B), or even choose not to inform a client until such
provided in paragraph (B) only if it is reasonable to do time as the member attempts to counsel the client as
so under the circumstances. Paragraph (C)(2) further contemplated in Discussion paragraph [7]. 1n each
recognizes that the appropriate time for the member to situation, the member will have discharged properly
inform the client may vary depending upon the the requirement under subparagraph (C)(2), and will
circumstances. (See paragraph [10] of this discussion.) not be subject to discipline,
Among the factors to be considered in determining an
appropriate time, if any, to inform a client are: [11] Informing client that disclosure has bee'n made,

ter minati on of the Imi>yer-client relationship, When
(I) w hether the client is an experienced user a member has revealed confidential information
of legal services; under paragraph (B), in all but extraordinary cases

the relationship between member and client will have
(2) the f requency of the member's contact deteriorated so as to make the member's
with the client; representation of the client impossible. Therefore,

the member is required to seek to withdraw from the
(3) the nature and length of the professional representation (see rule 3-700(B)), unless the member
relationship with the client; is able to obtain the client's informed consent to the

member's continued representation. The member
(4) whether the member and c l ient have must inform the client of the fact of the member's
discussed the member's duty of confidentiality disclosure unless the member has a compelling
or any exceptions to that duty; interest in not informing the client, such as to protect

the member, the member's family or a third person
fiom the risk of death or substantial bodily harm,

NOTE: Operative January I, 20l2, Business and Professions Code section 60IO, in part, provides that the State
Bar is governed by a board known as the board of t rustees of the State Bar and that' any provision of law
referring lo the "board of governors" shall be deemed to refer to the "board of trustees," In accordance with this
Im<>,, references io the "board o f governor' s "includedin the current Rules of Professional Conduct are deemed to
refer to the "board of trustees."
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[12] Other consequences of the member 's State Bar (1972) 7 Cal,3d 676, 692 [103 Cal.Rptr. 288;
disclosure. Depending upon the circumstances of a 499 P,2d 968]; Vaughn v. State Bar (1972) 6 Cal.3d
member's disclosure of confidential information, 847, 857-858 [100 Cal.Rptr. 713; 494 P.2d 1257];
there may be other important issues that a member Moore v. State Bar (1964) 62 Cal.2d 74, 81 [41
must address, For example, if a member will be Cal.Rptr. 161; 396 P.2d 577].)
called as a witness in the client's matter, then rule 5-
210 should be considered. Similarly, the member In an emergency a lawyer may give advice or
should consider his or her duties of loyalty and assistance in a matter in which the lawyer does not
competency (rule 3-110), have the skill ordinarily required where referral to

or consultation with another lawyer would be
[13] Other exceptions to c o n fidentiality under impractical. Even i n a n e m ergency, however,
California law, R u l e 3 -100 is not i n tended to assistance should be l imited to that reasonably
augment, diminish, or preclude reliance upon„any necessary in the circumstances, (Amended by order
other exceptions to th e d uty t o p r eserve the of Supreme Court, operative September 14, 1992.)
confidentiality of client information recognized under
California law. (Added by order of the Supreme
Court, operative July I, 2004,) Rule 3-120 Sexual Relations With Client

(A) For purposes of this rule, "sexual relations"
Rule 3-110 Failing to Act Competently means sexual intercourse or the touching of an

intimate part of another person for the purpose of
(A) A member shall not intentionally, recklessly, or sexual arousal, gratification,or abuse.
repeatedly fai l t o p e r form legal services with
competence. (B) A member shall not'.

(B) For purposes of this rule, "competence" in any (1) Require or demand sexual relations with a
legal service shall mean to apply the 1) diligence, 2) client incident to or as a condition of any
learning and skill, and 3) mental, emotional, and professional representation; or
p hysical ability r easonably necessary fo r t h e
performance of such service. (2) Employ coercion, intimidation, or undue

influence in entering into sexual relations with a
(C) I f a member does not have sufficient learning client; or
and skill when the legal service is undertaken, the
member may nonetheless perform such services (3) Continue representation of a client with
competently by 1 ) a ssociating with or , w here whom the member has sexual relations if such
appropriate, professionally consulting another lawyer sexual relations cause the member to perform
reasonably believed to be competent,or 2) by legal services incompetently in violation ofisle
acquiring sufficient learning and s k i l l before 3-110.
performance is required,

(C) Paragraph (B) shall not apply to sexual relations
Discussion: between members and their spouses or to ongoing

consensual sexual relationships which predate the
The duties set forth in rule 3-110 include the duty to initiation of the lawyer-client relationship,
supervise the work of subordinate attorney and non-
attorney employees or agents. (See, e,g., Waysman v, (D) Where a lawyer in a firm has sexual relations
Stale Bar (1986) 41 Cal.3d 452; Trousil v. State Bar with a c l ient but does not participate in t he
(1985) 38 Cal.3d 337, 342 [211 Cal.Rptr, 525]; Palomo representation of that client, the lawyers in the firm
». State Bar (1984) 36 Cal.3d 785 [205 Ca!,Rptr. 834]; shall not be subject to discipline under this rule
Crane v. State Bar (1981) 30 Cal,3d 117, 122; Black v,

NOTE: Operative January I, 20I2, Business and Professions Code section 60IO, in part, provides that the State
Bar is governed by a board known as the board of t rustees of the State Bar and that any provision of law
referring to the "board of governors" shall be deemed to refer to the "board of trustees, " In accordance with this
law, references ta the "board of goveinors" included in the current Rules of Professional Conduct are deemed to
refer to the "board of trustees."
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CONFIDENTIAL

June 22, 2012

VIA ELECTRONIC AND HAND DELIVER Y

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
1750 Pennsylvania Avenue, N.W., 10th Floor
Washington, D.C. 20220

Re: Re sponse to June 1, 2012 Letter

Dear Ms. Weinberg:

On behalf of our client, Morgan Drexen, Inc., this letter responds to several issues raised

in your June 1, 2012, letter, in which you set forth several alleged deficiencies in Morgan

Drexen's May 11, May 14, and May 29 responses to the Civil Investigative Demand ("CID")

issued to Morgan Drexen by the Consumer Financial Protection Bureau (the "Bureau" ) on or

about March 13, 2012, as amended by your letter dated March 30, 2012. In addition, this letter

responds to several points raised in our June 5, 2012 meeting.

This letter and any accompanying documents constitute sensitive and proprietary

business information of Morgan Drexen and are confidential. All such materials are intended

only for review by Bureau staff. Accordingly, we request that they receive the highest level of

protection for confidentiality available under the Bureau's Rules of Practice, 12 C.F.R. Pts. 1070

and 1080; the Freedom of Information Act, 5 U.S.C. $ 552(b)(3)(B), 12 C.F,R. $ 1070.10-

1070.23; the Consumer Financial Protection Act, 12 U.S.C. $ 5512(c)(6), and any other

applicable statutes, regulations, and rules.
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Wendy Weinberg, Esq. CONFIDENTIAL
June 22, 2012
Page 2

Document Requests

Document Request 11; Documeat Request 11 asks for, inter alia, correspondence

between Morgan Drexen and third parties providing services to Morgan Drexen, The

Request details five different types of correspondence including: (a) acquiring, providing
services to, or terminating services for consumers or Clients; (b) providing or acquiring

consumer or Client leads; (c) receiving or processing payments from Clients; (d) tracking
transactions or otherwise processing accounts for Clients; or (e) receiving phone calls or
making phone calls to consumers or Clients.

First, as I noted previously, you have provided emails between Morgan Drexea aad
Seevian Solutions, Inc. in response to this request in a pdf format, which is not permitted

under the CID's document submission standards without prior permission. Second, the
emails that you have provided have focused almost exclusively on administrative matters
such as holiday schedules aad attendance, not the subjects requested ia the CID. You have

provided no other correspondence between Morgan Drexen or the Associated Attoraeys

and Seevian Solutions, Inc., concerniag any of the requested topics.

Response: Please find attached as MD012627 — MD013494 additional correspondence

between Morgan Drexen or the Associated Attorneys and Seevian Solutions, Inc. Morgan

Drexen's discovery into this matter is continuing and the company reserves the right to

supplement this response at a later date.

Documeat Request 8: All advertisements, articles or other marketiag materials that

have appeared in any television, radio, print, online, or electronic medium that promote the

Debt Settlement services of Morgan Drexen or Associated Attorneys to consumers.

a. For each of these items, provide copies of any instructions provided to the media

outlet informing it of the date, times, or criteria to run the ads.

Response: Please find attached as MD012210 — MD012626 additional advertisements,

articles or other marketing materials responsive to your request,
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Wendy Weinberg, Esq. CONFIDENTIAL
June 22, 2012
Page 3

Interrogatory 11: This Interrogatory asks Morgan Drexen to identify all current
employees or contractors of Morgan Drexen. You have identified only employees and no

contractors. Please either confirm that it is Morgan Drexen's position that it is no longer

using contractors (as identified in its response to Interrogatory 13) and the date that it

ceased to use contractors, or provide the requested information.

Response: Please find attached as MD010769 — MD010806 an updated spreadsheet that

identifies all current Morgan Drexen employees and contractors.

Interrogatory 16: You have stated that the requested information on Clients for

whom an Associated Attorney declined to provide services, is forthcoming, but have neither

produced it nor even provided a date by which you intend to produce it.

Response: On June 1, 2012, Morgan Drexen produced information to the Bureau

responding to Interrogatory 16's request for "each Client for whom an Associated Attorney

declined to provide services." Specifically, Morgan Drexen identified Associated Attorney

Clients whose termination of legal representation is known by Morgan Drexen to have been

initiated at the instruction of Associated Attorneys. In an email later that day, you clarified that

Interrogatory 16 was intended "to find out the names of potential Clients for whom [an

Associated Attorney] declined to provide services." (emphasis added). Please find attached as

MD010807 — MD012209 a list of potential Clients for whom an Associated Attorney declined to

provide services.

Morgan Drexen reserves the right to change, amend, or supplement the information

provided herein if it becomes aware of additional information, and hereby preserves all

evidentiary and other objections incident to this investigation. Morgan Drexen does not by this

reservation undertake any obligation of supplementation or amendment.
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Wendy Weinberg, Esq. CONFIDENTIAL
June 22, 2012
Page 4

The Company is working diligently to complete its responses to the CID specifications.

Morgan Drexen and its counsel are committed to cooperating with the Bureau in connection with

the CID and addressing any issues raised by the Bureau. Please do not hesitate to contact us

should you have any questions about the enclosed materials.

Respectfu ly sub itted

Rand M. Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.
Washington, D.C. 20004
202.344.4488
202.344.4323
Counsel for Morgan Drexen, Inc.
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VENABLE„,

June 26, 2012

VIA ELECTRONIC AND HAND DELIVER Y

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
Office of Enforcement

1700 0 St., NW
Washington, DC 20552

Re: El eventh Response to Civil Investigative Demand Issued to Morgan Drexen, Inc.

Dear Ms. Weinberg:

On behalf of our client, Morgan Drexen, Inc., we submit the enclosed information and
materials in response to the Civil Investigative Demand ("CID") issued to Morgan Drexen by the
Consumer Financial Protection Bureau (the "Bureau" ) on or about March 13, 2012, as amended
by your letter dated March 30, 2012. In accordance with previous discussions with you, please
find enclosed updated spreadsheets in response to Document Request 21 subparts (b), (c), (d),
(g), and (n).

Any communications relating to this inquiry, as well as the documents accompanying or
related to those communications and the information contained in the accompanying materials,
constitute sensitive and proprietary business information of Morgan Drexen and are confidential.
All such materials are intended only for review by Bureau staff. Accordingly, we request that
they receive the highest level of protection for confidentiality available under the Bureau's Rules
of Practice, 12 C.F.R. Pts. 1070 and 1080; the Freedom of Information Act, 5 U.S.C. $
552(b)(3)(B), 12 C.F.R. $ 1070.10-1070.23; the Consumer Financial Protection Act, 12 U.S.C. $
5512(c)(6), and any other applicable statutes, regulations, and rules.

Morgan Drexen reserves the right to change, amend, or supplement the enclosed
information or documents if it becomes aware of additional information, and hereby preserves all
evidentiary and other objections incident to this investigation. Morgan Drexen does not by this
reservation undertake any obligation of supplementation or amendment.

5817136-vl
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Wendy Weinberg, Esq.
June 26, 2012
Page 2

Morgan Drexen and its counsel are committed to cooperating with the Bureau in
connection with the CID and addressing any issues raised by the Bureau. To that end, please do
not hesitate to contact us should you have any questions about the enclosed materials.

Respectfully submitted,

Randal M. Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.
Washington, D.C. 20004
202.344A488
202.344.4323

Counsel for Morgan Drexen, Inc.

5817136-v j
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July 2, 2012

Randal M. Shaheen, Partner
Andrew Bigart
Venable LLP
575 7th Street, NW
Washington, DC 20004

Re: Morgan Drexen

Dear Mr. Shaheen:

I am writing to memorialize our conversations of June 18 and June 28, 2012,
as well as to summarize our previous outstanding agreements noted in the
Consumer Financial Protection Bureau's (the "Bureau" ) letter dated June 6,
2012, (memorializing our meeting of June 5, 2012) regarding the remaining
deficiencies in Morgan Drexen responses to the Civil Investigative Demand
("CID") issued by the Bureau on March 13, 2012.

Missin Information on Bankru tc Services

Morgan Drexen agreed to amend its production under the CID to include all
relevant information regarding the services provided by Associated Attorneys
pursuant to "Attorney/Client Bankruptcy Fee Agreements" (" Bankruptcy
Agreement" ).

Specifically, Morgan Drexen agreed to review its production to date for
Interrogatories 10, 11, 12, 13, 14, 15, 16, 17, 18, and Document Requests 3, 4,
5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 17, 19, and 21, and amend the
production to the extent necessary to add information, data, or documents
related to the Bankruptcy Agreements and the Clients who signed Bankruptcy
Agreements.

Additionally, concerning DR 21, Morgan Drexen agreed to reproduce 21(1)
related to how long Morgan Drexen or an Associated Attorney told a Client it
would take before an Associated Attorney would file a bankruptcy petition, to
the extent that Morgan Drexen has access to that information. Morgan Drexen
will also add a new subsection (y) to Document Request 21 pursuant to which
i t will provide information about whether the Client signed a B~ p t c y

consumerfinance.gov
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Agreement, a Debt Settlement Agreement, or both. Morgan Drexen will also
indicate the dates of those Agreements to the extent that it has access to that
information.

Morgan Drexen has stated that it will supply this amended production
regarding Bankruptcy Services in full by July 20, 2012.

Finally, you had previously agreed to send the Bureau the Bankruptcy Code

provision which you contend requires debtors to attempt debt settlement prior
to filing a bankruptcy petition.

Su lemental uestions:

In our meeting of June 5, Morgan Drexen agreed to answer the following

questions by June 15th:

1. When fees are collected under a Bankruptcy Agreement, are

they called "engagement fees"? If not, what are they called?
2. Are two separate trust accounts opened for Clients when a

Client signs both a Bankruptcy Agreement and a Debt
Settlement Agreement? Are two separate trust accounts
opened for Clients who have different attorneys representing
them under the Bankruptcy Agreement and the Debt
Settlement Agreement?

3. Are there other classes or types of Clients, other than those
receiving debt resolution or bankruptcy services, for whom
Morgan Drexen provides support services to Associated
Attorneys?

To date Morgan Drexen has not provided answers to those questions. In our
phone conversation of June 18'", M organ Drexen agreed to provide answers to
the questions above, as well as the following question, by July 2";

4. Under what circumstances do Associated Attorneys and/or

Morgan Drexen have Clients sign a) the Bankruptcy
Agreement, b) the Debt Settlement Agreement, or c) both?

consumerfinance.gov
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Document R uests:

1. Document Request 6: This request seeks recordings of consumer

intake calls from January 1, 2010 until the date of complete compliance
with the CID. The Bureau has agreed to put compliance with this
document request in abeyance until after it reviews Morgan Drexen's
updated production as set forth herein.

2. Document Request 9: This request sought all agreements, contracts
and Documents related to payments between or among Associated
Attorneys and Morgan Drexen, or between or among Associated
Attorneys. The Bureau explained that it had received no documents
reflecting, among other things, any of the following: payments,
invoices, bank statements, or terms related to payments.

In our meeting of June 5, you agreed to provide this information by
June15 . Youdid not. Instead, inyour letter dated June15'", you
wrote "Discovery on this matter is continuing and Morgan Drexen is
working diligently to collect and produce any responsive materials to
the Bureau".

3. Document Request 10: This request seeks "All communications
between Morgan Drexen and Associated Attorneys concerning
implementation of policies and procedures, Clients, fees, or Morgan
Drexen's contracts with attorneys."

• In our meeting of June 5, Morgan Drexen agreed to provide
the mathematical formula underlying the software program used
to generate information related to a Client's fees, monthly
payments, and the amount of time that it will take the Client to
settle his or her debts, b~ Jnne 15 . Morgan Drexen did not do
so.

• Instead, in your letter dated June 15, 2012, you wrote:
"Discovery on this matter is continuing and Morgan Drexen is
working diligently to collect and produce any responsive
materials to the Bureau".

consumerfinance.gov
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• In our phone conversation of June 18, you indicated that you
anticipated that some of the material produced in response to
DR 10 would be privileged, but that you would be able to redact
the privileged portions. During that phone conversation you
indicated that you would provide this response h aul2" .

• Ad ditionally, in our phone conversation of June 28, you
expressed concern that updates to DR 10 to reflect information
on bankruptcy services and clients, as identified above, would
be too burdensome. During that conversation the Bureau stated
that it did not need solely administrative, non-substantive
emails. You stated that you would provide us with the names of
the custodians of substantive, managerial emails in the next

fd
'

plbs
request.

4. Document Request 11: This request seeks information on third parties
providing services to Morgan Drexen or Associated Attorneys.
Morgan Drexen has stated that it is no longer using lead generators but
has not provided the date by which it ceased to use lead generators.

On June 5'", Morgan Drexen agreed to supply additional emails
between Seevian Solutions, Inc. and Morgan Drexen, by June 15'". It
did not do so. In our June 18 call, the Bureau stated that it was seeking
only emails between management at Morgan Drexen andmanagement
at Seevian Solutions concerning or referring to the implementation of
policies and procedures, the contract between the parties, or other
management concerns. The Bureau distinguished these Rom
administrative emails concerning matters such as the scheduling of
individual workers, or phone outages at the facility. Nonetheless, on
June 22, 2012, Morgan Drexen supplied additional emails between
Seevian Solutions and Morgan Drexen that were predominantly
administrative, and non-substantive. Production on this request is
therefore outstanding.

5. Document Request 16: This request sought welcome letters with
individualized information on Client debt provided by Morgan Drexen
or an Associated Attorney to a Client. Morgan Drexen had previously
indicated that no such individualized letters existed. Morgan Drexen
subsequently produced MD 010413, MD 010527, and MD 010645,

cortsumerfinance.gov
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which contain this information. However, the Bureau is willing to hold
full compliance with this request in abeyance until it has reviewed
Morgan Drexen's updated production on DR 21(l).

Document Request 18: This request seeks contracts, agreements, or
correspondence with creditors of the "Preferred Creditor Program." In
its letter dated June 15, 2012, Morgan Drexen agreed to supply the
requested correspondence related to the Preferred Creditor Program on

or about June 29, 2012. To date, the Bureau has not received this
correspondence.

Document Request 20: We have received no response to this request,
which asks for "All research studies, analyses, or other materials on
which Morgan Drexen relies to provide a reasonable basis for the

claims identified in Interrogatory ¹21."

Document Request 21: This request seeks database information
regarding each Client. On June 18, Morgan Drexen agreed to amend
its production to provide account identification numbers for each
subpart of DR 21 that refers to individual creditor accounts, by June
22nd. Instead, on or about June 26, Morgan Drexen supplied only
amendments to DR 21 (b), (c), (d), (g) and (n). Not including the fields
for which Morgan Drexen states that it has no information (h, i, 1, o, s,
and x), the remaining fields requiring this update are 21 (k) and (p),
which are also missing the names of the creditors.

As noted above, 21(1) seeks information on how long an Associated
Attorney told a Client it would take to settle his or her debts. You had
previously questioned whether Morgan Drexen had access to that
information for debt settlement services Clients. As noted in my email
of June 22nd, if you look at MD 010413, MD 010527, and MD
010645, you will see examples of letters that set forth this information.
The Bureau therefore seeks an additional production to reflect this
information for debt settlement Clients in 21(1).

ato ries

Interrogatory 17: This request asks Morgan Drexen to "identify each
bank account from which payments were made from Morgan Drexen to

consumerfinance.gov
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an Associated Attorney; 5om which payments were made Rom an
Associated Attorney to Morgan Drexen; and in which Clients' funds
are deposited." On June 5, Morgan Drexen agreed to supply additional
identifying information regarding these bank accounts by June 15, It
did not do so.

2. Interrogatory 21: You have stated that the requested basis for claims
made by Morgan Drexen is forthcoming, but have neither produced it
nor provided a date by which you intend to produce it.

3, Interrogatory 22: You have stated that you are looking for documents
related to Document Request 20, concerning the substantiation for
claims made by Morgan Drexen, but have neither produced any
documents nor provided a date by which you intend to produce them.

PDFs of Emails

The Bureau's June 5 letter noted: "Several of the documents Morgan

Drexen has produced pursuant to the CID do not conform to the
Bureau's Document Submission Standards ("DSS"). For example,
M organ Drexen produced emails in PDF format rather than native
format. Morgan Drexen will review the Bureau's Document
Submissions Standards and remedy its production in accordance with
those standards." Morgan Drexen has not supplemented its responses
to bring them into compliance with the Bureau's DSS.

M organ Drexen has not supplied a privilege log for those requests for
which it has failed to supply complete information, under claims of
privilege.

consumerfinance.gov
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Timeline for U dated Production

On June 18, Morgan Drexen agreed to respond to all outstanding
requests except those related to Bankruptcy Services, by July 2" . As
noted above, on June 28, Morgan Drexen agreed to address the

remaining deficiencies, related to Bankruptcy Services, by July 20'".

Sincerely,

Wendy J.
'

erg
Shirl u
Enforcement Attorneys

consumerfinance.gov
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July 10, 2012

VIA ELECTRONIC AND HAND DELIVER F

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
Office of Enforcement

1700 G St., NW
Washington, DC 20552

Re: Twe l fth Response to Civil Investigative Demand Issued to Morgan Drexen, Inc.

Dear Ms. Weinberg;

On behalf of our client, Morgan Drexen, Inc., we submit the enclosed materials in
response to the Civil Investigative Demand ("CID") issued to Morgan Drexen by the Consumer
Financial Protection Bureau (the "Bureau" ) on or about March 13, 2012, as amended by your
letter dated March 30, 2012. In accordance with previous discussions with you, please find
enclosed additional email correspondence responsive to Document Request 18.

Any communications relating to this inquiry, as well as the documents accompanying or
related to those communications and the information contained in the accompanying materials,
constitute sensitive and proprietary business information of Morgan Drexen and are confidential.
All such materials are intended only for review by Bureau staff. Accordingly, we request that
they receive the highest level of protection for confidentiality available under the Bureau's Rules
of Practice, 12 C.F,R. Pts. 1070 and 1080; the Freedom of Information Act, 5 U,S,C, $
552(b)(3)(B), 12 C.F.R. $ 1070.10-1070.23; the Consumer Financial Protection Act, 12 U.S.C. $
5512(c)(6), and any other applicable statutes, regulations, and rules.

Morgan Drexen reserves the right to change, amend, or supplement the enclosed
information or documents if it becomes aware of additional information, and hereby preserves all
evidentiary and other objections incident to this investigation. Morgan Drexen does not by this
reservation undertake any obligation of supplementation or amendment.

5868862-vl
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Morgan Drexen and its counsel are committed to cooperating with the Bureau in
connection with the CID and addressing any issues raised by the Bureau. To that end, please do
not hesitate to contact us should you have any questions about the enclosed materials,

Respectfully submitted,

Randal M. Shaheen
Andrew E, Bigart
Venable LLP
575 7th Street, N.W.
Washington, D,C. 20004
202.344.4488
202.344,4323

Counsel for Morgan Drexen, Inc.

5868862-vl

From Arti
cle at G

etO
utO

fDebt.o
rg



Case 1:13-cv-01112-CKK Document 3-5 Filed 07/22/13 Page 182 of 253

Exhibit 21

From Arti
cle at G

etO
utO

fDebt.o
rg



Case 1:13-cv-01112-CKK Document 3-5 Filed 07/22/13 Page 183 of 253

VENABLE„, 575 SEVENTH STREET NW WASHINGTON, OC 20004

T 202.344.4000 F 202.344.8300 www.Venable.cern

July 16, 2012

VIA ELECTRONIC AND HAND DELIVER Y

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
Office of Enforcement

1700 G St., NW
Washington, DC 20552

Re: Th i r teenth Response to Civil Investigative Demand Issued to Morgan Drexen,

Inc.

Dear Ms. Weinberg:

On behalf of our client, Morgan Drexen, Inc., we submit the enclosed materials in
response to the Civil Investigative Demand ("CID") issued to Morgan Drexen by the Consumer
Financial Protection Bureau (the "Bureau" ) on or about March 13, 2012, as amended by your
letter dated March 30, 2012. In accordance with previous discussions with you, please find
enclosed the following documents:

Document Request 9: Copy of the exhibits attached to the document that begins with
Bates number MD000987.

Document Request 11: The last batch of email correspondence between Morgan Drexen
and Seevian Solutions, Inc. In addition, Morgan Drexen confirms that it stopped using lead
generators between October and December 2010.

Any communications relating to this inquiry, as well as the documents accompanying or
related to those communications and the information contained in the accompanying materials,
constitute sensitive and proprietary business information of Morgan Drexen and are confidential.
All such materials are intended only for review by Bureau staff. Accordingly, we request that
they receive the highest level of protection for confidentiality available under the Bureau's Rules
of Practice, 12 C.F.R. Pts. 1070 and 1080; the Freedom of Information Act, 5 U.S.C. )
552(b)(3)(B), 12 C,F.R. $ 1070.10-1070.23; the Consumer Financial Protection Act, 12 U.S.C. $
5512(c)(6), and any other applicable statutes, regulations, and rules,

Morgan Drexen reserves the right to change, amend, or supplement the enclosed
information or documents if it becomes aware of additional information, and hereby preserves all
evidentiary and other objections incident to this investigation. Morgan Drexen does not by this
reservation undertake any obligation of supplementation or amendment.

From Arti
cle at G

etO
utO

fDebt.o
rg



Case 1:13-cv-01112-CKK Document 3-5 Filed 07/22/13 Page 184 of 253

Wendy Weinberg, Esq.
July 16, 2012
Page 2

Morgan Drexen and its counsel are committed to cooperating with the Bureau in
connection with the CID and addressing any issues raised by the Bureau. To that end, please do
not hesitate to contact us should you have any questions about the enclosed materials,

Respectfully submitted,

Randal M. Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.
Washington, D.C. 20004
202.344.4488
202.344.4323

Counsel for Morgan Drexen, Inc.

5882581-vl
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July 24, 2012

VIA ELECTRONIC AND HAND DELIVER Y

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
Office of Enforcement

1700 G St., NW
Washington, DC 20552

Re: Fo u r teenth Response to Civil Investigative Demand Issued to Morgan Drexen,

Inc.

Dear Ms. Weinberg:

On behalf of our client, Morgan Drexen, Inc., we submit the enclosed materials in
response to the Civil Investigative Demand ("CID") issued to Morgan Drexen by the Consumer
Financial Protection Bureau (the "Bureau" ) on or about March 13, 2012, as amended by your
letter dated March 30, 2012. In accordance with previous discussions with you, please find
enclosed in response to Document Request 4 training documents (MD017779 — MD017853) that
relate to Morgan Drexen's bankruptcy services.

We understand that the Bureau has issued a related CID to Howard Law, P,C., one of the
engagement law firms for which Morgan Drexen provides paralegal and related services. They
have now engaged outside counsel. Because the materials produced by Morgan Drexen relate to
services being provided to the clients of Howard Law, P.C. and associated attorneys on retainer
in other jurisdictions, their counsel, as we understand it, have become actively involved in
decisions regarding the review and production of potentially responsive, nonprivileged materials.
As a result, we have not been able to adhere to the original production schedule we had
proposed. We expect that counsel for Howard Law, P.C. will continue to review Morgan
Drexen's responses to ensure that any information provided to the Bureau complies with the law
firm's ethical obligations, including the attorney client privilege and duty of confidentiality. As
a result, we are uncertain as to the timeline for production of any remaining materials. If you
have any questions regarding this process, please contact counsel for Howard Law, P.C.

Any communications relating to this inquiry, as well as the documents accompanying or
related to those communications and the information contained in the accompanying materials,
constitute sensitive and proprietary business information of Morgan Drexen and are confidential.
All such materials are intended only for review by Bureau staff. Accordingly, we request that
they receive the highest level of protection for confidentiality available under the Bureau's Rules
of Practice, 12 C.F.R. Pts. 1070 and 1080; the Freedom of Information Act, 5 U.S.C. $
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552(b)(3)(B), 12 C.F.R. $ 1070.10-1070.23; the Consumer Financial Protection Act, 12 U.S.C. $
5512(c)(6), and any other applicable statutes, regulations, and rules.

Morgan Drexen reserves the right to change, amend, or supplement the enclosed
information or documents if it becomes aware of additional information, and hereby preserves all
evidentiary and other objections incident to this investigation. Morgan Drexen does not by this
reservation undertake any obligation of supplementation or amendment.

Morgan Drexen and its counsel are committed to cooperating with the Bureau in
connection with the CID and addressing any issues raised by the Bureau. To that end, please do

. not hesitate to contact us should you have any questions about the enclosed materials.

Respectfull sub itted,

Randal M. Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.
Washington, D.C. 20004
202.344A488
202.344.4323

Counsel for Morgan Drexen, Inc.
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July 27, 2012

VlA ELECTRONIC AND U.S. MAIL
Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
1500 Pennsylvania Avenue, N.W.
Attn: 1750 Pennsylvania Avenue, N.W., 10th Floor
Washington, D.C. 20220

Re: Pr o duction Timetable for Bankruptcy Documents

Dear Ms, Weinberg:

Pursuant to our conversation on Monday, we have conferred with counsel for Howard
Law, P.C., and have agreed upon the following production dates relating to your request that
Morgan Drexen update its CID response to include documents relating to Morgan Drexen's
support for associated attorneys who provide bankruptcy advice to their clients. As noted in our
July 24, 2012 letter, Morgan Drexen provides paralegal and related services to Howard Law (and
other associated attorneys on retainer in other jurisdictions). Morgan Drexen must therefore
abide by Howard Law's directives regarding the review and production of any potentially
responsive materials as the law firm works to ensure that it complies with its ethical obligations,
including the attorney client privilege and duty of confidentiality.

Further, in voluntarily agreeing to the timetable below, the Company is not waiving its
position that the CID, as written, does not cover bankruptcy support services. First, Definition H
of the CID, defining the term "debt settlement" (and thereby the scope of the CID), does not
include the term "bankruptcy" or describe the type of activities involved in providing
bankruptcy-related services. (In fact, the entire CID only mentions the term "bankruptcy" once-
Document Request 21(u) requests data on whether any Associated Attorney Clients filed for
bankruptcy). Second, the cover sheet to the CID, as required by 12 C.F.R. ) 1080.5, explains
that the focus of the investigation is on "debt relief providers, lead generators, or other unnamed
persons... in the advertising, marketing, or sale of debt relief services or products, including but
not limited to debt negotiation, debt elimination, debt settlement, credit counseling, mortgage
loan modification and foreclosure rescue.. . . " As with the substance of the CID, the 12 C.F.R.
f 1080.5 notice does not mention bankruptcy. Similarly, none of the legal authorities cited in
the notice authorize the Bureau to conduct an investigation into bankruptcy-related activities.
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1, Re uests for Which No Additional Documents Exist

• Do cument Request 1, Morgan Drexen's articles of incorporation, by-laws, and
charter.

o Produced on May 11, 2012. See MD009576 — MD009589.

• Document Request 2. Morgan Drexen's financial statements, balance sheets, profit
and loss statements, state and federal tax filings, and shareholder distribution
information.

0 Produced on April 27, 2012. See MD005390 — MD005453.

• Document Request 5. All telemarketing or other scripts used by Morgan Drexen,
Associated Attorneys, or third parties providing services to Morgan Drexen or

Associated Attorneys relating to Debt Settlement services.

0 Produced on April 13, 2012. See MD000962 — MD000986.

• Document Request 7. All recordings that are played when a consumer or Client calls
Morgan Drexen, Associated Attorneys, or a third party providing services to Morgan
Drexen or Associated Attorneys, and is put on hold.

o Produced on April 27, 2012, See MD001043.

• Document Request 9. All agreements, contracts, and Documents related to payments
between or among Associated Attorneys and Morgan Drexen, or between or among
Associated Attorneys.

o Produced on May 11, 2012 and July 16, 2012, respectively. See MD005812-
MD009305; MD017757 — MD017778. Discovery into this matter is
continuing. Any additional responsive materials, including bank statements
and similar documents, will be produced by August 6, 2012.

• Do c ument Request 12. Exemplars of contracts or agreements between Morgan
Drexen and all Clients.

o On May 11, 2012, Morgan Drexen explained to the Bureau that it "is not in
possession of any documents responsive to Document Request 12."
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• Document Request 15. Exemplars of each Document provided by Morgan Drexen to
each Associated Attorney, including, but not limited to pleadings, questionnaires, and
forms.

0 On April 27, 2012, Morgan Drexen explained to the Bureau that "Aside from
the form documents provided in response to Document Request No. 14, which
were drafted and/or pre-approved for use by the attorneys, Morgan Drexen

does not provide the attorneys supported by the Company with any other form
documents. All legal documents utilized by the Associated Attorneys (i.e.,
pleadings, motions, discovery, etc.) are prepared by the Associated Attorneys
on a case-by-case basis as the Associated Attorneys consult with their clients."

• Document Request 17. All consumer or Client complaints about Morgan Drexen or
Associated Attorneys and any responses to the complaints.

0 Produced on June 15, 2012. See MD009960 to MD010768.

• Document Request 18. Contracts, agreements, or correspondence with creditors that
participate in the "Preferred Creditor Program."

0 The Preferred Creditor Program does not involve any bankruptcy services.

• Do cument Request 19. All research conducted, financed, or sponsored by Morgan
Drexen measuring the impact that the use of Morgan Drexen's or Associated
Attorneys' services has on Clients' credit scores.

o On April 27, 2012, Morgan Drexen informed the Bureau that "After a diligent
search and reasonable inquiry into this matter, the Company is not in
possession of, nor has the Company ever been in possession of, the requested
documents."

• Do cument Request 20. All research studies, analyses, or other materials on which
Morgan Drexen relies to provide a reasonable basis for the claims identified in
Interrogatory 421.

o The claims referenced in Interrogatory 21 are limited to debt settlement
services. There are no responsive documents that relate to bankruptcy
services.
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2. Documents Alread Produced

• Document Request 4. All training manuals and training materials for Morgan Drexen
employees, or Associated Attorneys.

o Produced on July 24, 2012. See MD017779 — MD017853.

• Do cument Request 6. Recordings of consumer intake calls.

o Morgan Drexen produced 500 recordings of consumer intake calls on April
27, 2012 and May 11, 2012, respectively. See MD005239 — MD005389;
MD005512 — MD005811. Per your July 2, 2012 letter, the Bureau has
"agreed to put compliance with this document request in abeyance until after
it reviews Morgan Drexen's updated production as set forth herein."

3, Timetable for Volunta R e s onses to Su lemental Re uest

• Ju ly 30, 2012

o Document Request 3. All Documents relating to Morgan Drexen's policies
and procedures relating to the provision of Debt Settlement services to
consumers or Clients.

o Document Request 8. All advertisements, articles or other marketing materials
that have appeared in any television, radio, print, online, or electronic medium
that promote the Debt Settlement services of Morgan Drexen or Associated
Attorneys to consumers.

o Document Request 10. All communications between Morgan Drexen and
Associated Attorneys concerning implementation of policies and procedures,

Clients, fees, or Morgan Drexen's contracts with attorneys.

• This production will include all responsive documents other than
emails. Morgan Drexen will provide the Bureau with a proposal for
conducting an email search in early August.

o Document Request 13. Exemplars of contracts or agreements between
Associated Attorneys and all Clients.

o Document Request 14. Exemplars of all Documents Morgan Drexen or
Associated Attorneys provide to Clients in the provision or offering of
services to Clients.
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o Document Request 16. All welcome letters and Documents with
individualized information on Client debt provided by Morgan Drexen or an
Associated Attorney to a Client.

• August 6, 2012

o Document Request 9. All agreements, contracts, and Documents related to
payments between or among Associated Attorneys and Morgan Drexen, or
between or among Associated Attorneys.

o Document Request 11. All agreements, contracts, or correspondence between
either Morgan Drexen or an Associated Attorney and third parties providing
services to either Morgan Drexen or an Associated Attorney related to Debt
Settlement services.

• A ugust 17, 2012

o Document Request 21(a) — (f) and the Bankruptcy portion for (y). To be
produced after review by counsel for Howard Law, P.C.

• August 24, 2012

o Document Request 21(j), (k), (m), (r), and (v). To be produced after review
by counsel for Howard Law, P,C.

Any communications relating to this inquiry, as well as the documents accompanying or
related to those communications and the information contained in the accompanying materials,
constitute sensitive and proprietary business information of Morgan Drexen and are confidential.
All such materials are intended only for review by Bureau staff. Accordingly, we request that
they receive the highest level of protection for confidentiality available under the Bureau's Rules
of Practice, 12 C.F.R. Pts. 1070 and 1080; the Freedom of Information Act, 5 U.S.C. $
552(b)(3)(B), 12 C.F.R. $ 1070.10-1070.23; the Consumer Financial Protection Act, 12 U.S.C. $
5512(c)(6), and any other applicable statutes, regulations, and rules.

Morgan Drexen reserves the right to change, amend, or supplement the enclosed
information or documents if it becomes aware of additional information, and hereby preserves all
evidentiary and other objections incident to this investigation. Morgan Drexen does not by this
reservation undertake any obligation of supplementation or amendment.
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Please do not hesitate to contact us should you have any questions about the enclosed
materials.

Respectfully sub itted,

Randal M. Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.
Washington, D.C. 20004
202.344A488
202.344.4323

Counsel for Morgan Drexen, Inc.
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August 2, 2012

VIA ELECTRONIC AND HAND DELIVER Y

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
Office of Enforcement

1700 G St., NW
Washington, DC 20552

Re: F i f teenth Response to Civil Investigative Demand Issued to Morgan Drexen, Inc.

Dear Ms. Weinberg:

As an effort and expression of continued cooperation on behalf of our client, Morgan

Drexen, Inc., we voluntarily submit the enclosed materials relating to the Company's support of
bankruptcy services provided by Associated Attorneys. As we have agreed, the Company is
responding to questions identical to those contained in the Civil Investigative Demand ("CID")
issued to Morgan Drexen by the Consumer Financial Protection Bureau (the "Bureau" ) on or
about March 13, 2012. Please find enclosed the following documents:

• Document Request 8: Advertisements, articles or other marketing materials that have
appeared in any television, radio, print, online, or electronic medium that promote the
Associated Attorney bankruptcy services. See MD017908 — MD017909.

• Document Request 13: Exemplars of bankruptcy-related contracts or agreements
between Associated Attorneys and Clients. See MD017854 — MD017907.

• Document Request 14: Exemplars of all documents Morgan Drexen or Associated
Attorneys provide to Associated Attorney Clients in the provision or offering of
bankruptcy services by Associated Attorneys to Clients. See MD017854 — MD017907.

• Document Request 16: Welcome letters and documents with individualized information
on Client debt provided to Associated Attorney Clients. See MD017854 — MD017907.

Any communications relating to this inquiry, as well as the documents accompanying or
related to those communications and the information contained in the accompanying materials,
constitute sensitive and proprietary business information of Morgan Drexen and are confidential.
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All such materials are intended only for review by Bureau staff. Accordingly, we request that
they receive the highest level of protection for confidentiality available under the Bureau's Rules
of Practice, 12 C.F.R. Pts. 1070 and 1080; the Freedom of Information Act, 5 U.S.C. $
552(b)(3)(B), 12 C.F.R. $ 1070.10-1070.23; the Consumer Financial Protection Act, 12 U.S.C. $
5512(c)(6), and any other applicable statutes, regulations, and rules.

Morgan Drexen reserves the right to change, amend, or supplement the enclosed
information or documents if it becomes aware of additional information, and hereby preserves all
evidentiary and other objections incident to this investigation. Morgan Drexen does not by this
reservation undertake any obligation of supplementation or amendment.

Morgan Drexen and its counsel are committed to cooperating with the Bureau in
connection with the CID and addressing any issues raised by the Bureau. To that end, please do
not hesitate to contact us should you have any questions about the enclosed materials.

Respectfully bmitted,

Randal M. Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.
Washington, D.C. 20004
202.344.4488
202.344.4323

Counsel for Morgan Drexen, Inc.
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August 7, 2012

V1'A ELECTRONIC DELIVERY

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
Office of Enforcement

1700 6 St., NW
Washington, DC 20552

Re: S i x teenth Response to Civil Investigative Demand Issued to Morgan Drexen, Inc.

Dear Ms. Weinberg:

As an effort and expression of continued cooperation on behalf of our client, Morgan
Drexen, Inc., we voluntarily provide the information below relating to the Company's support of
bankruptcy services provided by Associated Attorneys in response to the questions set forth in
your July 30, 2012, email.

1. W hen fees are collected under a Bankruptcy Agreement, are they called
"engagement fees"? If not, what are they called?

Please refer to the documents produced by Morgan Drexen in response to Document
Request No. 13 for information on the terminology used to describe the fees assessed by the
Associated Attorneys for their bankruptcy services.

2. Are two separate trust accounts opened for Clients when a Client signs both

a Bankruptcy Agreement and a Debt Settlement Agreement? Are two

separate trust accounts opened for Clients who have different attorneys

representing them under the Bankruptcy Agreement and the Debt
Settlement Agreement?

The Associated Attorneys supported by Morgan Drexen utilize a pooled interest bearing
attorney-client trust account for funds belonging to their Clients. The trust accounts are
compliant with the Associated Attorney's ethical requirements. The accounts may be used by an
Associated Attorney to deposit funds regardless of the nature of the services provided to the
client by the Associated Attorney.

3. Are t h ere other classes or types of Clients, other than those receiving debt
resolution or bankruptcy services, for whom Morgan Drexen provides

support services to Associated Attorneys?

Morgan Drexen provides paralegal services to Associated Attorneys who provide
services for their clients other than debt resolution or bankruptcy services.
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4. Unde r what circumstances do Associated Attorneys and/or Morgan Drexen

have Clients sign a) the Bankruptcy Agreement, b) the Debt Settlement
Agreemeat, or c) both?

The decision as to the variety of agreements offered is made by the Associated Attorney.
Ultimately, prospective clients of the Associated Attorneys decide which contract to sign within
the subset of agreements offered by the Associated Attorney.

Question Regarding Document 21 Subparts

In my July 27, 2012, letter, I informed you that Morgan Drexen was willing to voluntarily
submit responses to Document Request 21 subparts (a) — (f), (j), (k), (m), (r), (v), and (y) to
include bankruptcy-related information. Morgan Drexen hereby agrees to provide the Bureau
with a response to Document Request 21(w) (this response was inadvertently left out of the July
27th letter).

In your July 30 email, you replied that the "Bureau is not willing to accept updates to
only the subsections that you have proposed. ..." The reason that Morgan Drexen offered to

update only the subparts listed above is because those are the only subparts for which the
database contains bankruptcy-related information and/or the information requested is not
privileged or confidential. On June 15, 2012, Morgan Drexen informed the Bureau that the
Company objects or does not have non-privileged or non-confidential information responsive to
the subparts (h), (i), (1), (o), (s), and (x). See Morgan Drexen's June 15 submission for a detailed
explanation. The remaining subparts (g), (n), (p), (q), (t), and (u) request information that is not
maintained for the bankruptcy services offered by the Associated Attorneys supported by
Morgan Drexen.

In sum, Morgan Drexen will voluntarily submit responses to Document Request 21
subparts (a) — (f), (j), (k), (m), (r), (v), (w) and (y) to include bankruptcy-related information.
These documents will be produced after review by counsel for Howard Law, P.C. in order to
protect confidential or privileged information in relation to their clients.

Any communications relating to this inquiry, as well as the documents accompanying or
related to those communications and the information contained in the accompanying materials,
constitute sensitive and proprietary business information of Morgan Drexen and are confidential.
All such materials are intended only for review by Bureau staff. Accordingly, we request that
they receive the highest level of protection for confidentiality available under the Bureau's Rules
of Practice, 12 C.F.R. Pts. 1070 and 1080; the Freedom of Information Act, 5 U.S.C. $
552(b)(3)(B), 12 C.F.R. $ 1070.10-1070.23; the Consumer Financial Protection Act, 12 U.S.C. $
5512(c)(6), and any other applicable statutes, regulations, and rules.
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Morgan Drexen reserves the right to change, amend, or supplement the enclosed
information or documents if it becomes aware of additional information, and hereby preserves all
evidentiary and other objections incident to this investigation. Morgan Drexen does not by this
reservation undertake any obligation of supplementation or amendment.

Morgan Drexen and its counsel are committed to cooperating with the Bureau in
connection with the CID and addressing any issues raised by the Bureau. To that end, please do
not hesitate to contact us should you have any questions about the enclosed materials.

Respect lly submi ed,

Randal M. Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.
Washington, D.C. 20004
202.344A488
202.344.4323

Counsel for Morgan Drexen, Inc.From Arti
cle at G

etO
utO

fDebt.o
rg



Case 1:13-cv-01112-CKK Document 3-5 Filed 07/22/13 Page 202 of 253

Exhibit 26

From Arti
cle at G

etO
utO

fDebt.o
rg



Case 1:13-cv-01112-CKK Document 3-5 Filed 07/22/13 Page 203 of 253

VENABLE„, 575 SEVENTH STREET NW WASHINGTON, DC 20004

T 202.344.4000 F 202.344.8300 www Venable.corn

August 7, 2012

VIA ELECTRONIC AND OVERNIGHT DELIVERY

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
Office of Enforcement

1700 G St., NW
Washington, DC 20552

Re: Se v enteenth Response to Civil Investigative Demand Issued to Morgan Drexen,

Inc.

Dear Ms. Weinberg:

As an effort and expression of continued cooperation on behalf of our client, Morgan
Drexen, Inc., we voluntarily submit the enclosed materials relating to the Company's support of
b~ pt c y services provided by Associated Attorneys. As we have agreed, the Company is
responding to questions identical to those contained in the Civil Investigative Demand ("CID")
issued to Morgan Drexen by the Consumer Financial Protection Bureau (the "Bureau" ) on or
about March 13, 2012. Please find enclosed the following documents:

• Do c ument Request ll: Agreements, contracts, or correspondence between either
Morgan Drexen or an Associated Attorney and third parties providing services to either
Morgan Drexen or an Associated Attorney related to Debt Settlement services. See
MD017910 — MD017926.

Any communications relating to this inquiry, as well as the documents accompanying or
related to those communications and the information contained in the accompanying materials,
constitute sensitive and proprietary business information of Morgan Drexen and are confidential.
All such materials are intended only for review by Bureau staff. Accordingly, we request that
they receive the highest level of protection for confidentiality available under the Bureau's Rules
of Practice, 12 C.F.R. Pts. 1070 and 1080; the Freedom of Information Act, 5 U.S.C. $
552(b)(3)(B), 12 C.F.R. $ 1070.10-1070.23; the Consumer Financial Protection Act, 12 U.S.C. f
5512(c)(6), and any other applicable statutes, regulations, and rules.

Morgan Drexen reserves the right to change, amend, or supplement the enclosed
information or documents if it becomes aware of additional information, and hereby preserves all
evidentiary and other objections incident to this investigation. Morgan Drexen does not by this
reservation undertake any obligation of supplementation or amendment.
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Morgan Drexen and its counsel are committed to cooperating with the Bureau in
connection with the CID and addressing any issues raised by the Bureau. To that end, please do
not hesitate to contact us should you have any questions about the enclosed materials.

Respec fully sub itted,

Randal M. Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.
Washington, D.C. 20004
202.344.4488
202.344.4323

Counsel for Morph Drexen, Inc.
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CONFIDENTIAL COMMUNICATIONS

August 30, 2012

VIA ELECTRONIC & OVERNIGKT DELIVER Y

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
Office of Enforcement
1700 G St., NW
Washington, DC 20552

Re; Mor ga n Drexen Civil Investigative Demand

Dear Ms. Weinberg:

Two recent document productions were mailed to you, with the following Bates stamp
numbers: HOW/CFPB 387-7S1, and HOW/CFPB 752-1202. You should have them shortly.

I am presently engaged in a two week trial in downtown Los Angeles in front of Judge
Brazile, which should conclude on or about September 14th.

I wanted to bring to your attention that I am highly likely to object and/or move to quash all
or portions of a subpoena (or CID, I'm not sure which at this point) that I was recently informed
may inadvertently invade and/or violate either or both the attorney-client privilege and the work-
product doctrine and client confidentiality constraints, with respect to the clients of The Howard
Law Group (hereafter, the "Law Firm" ). Due to the other trial, I will make this brief, based on
my current limited understanding of a different proceeding in Washington D.C. In short, I was
informed by counsel for Morgan Drexen, that the Consumer Financial Protection Bureau
(" Bureau" ) has asked Morgan Drexen to produce a number of confidential client documents, for
clients of the Law Firm. Simply put, Morgan Drexen does not have any unilateral right to
produce information or documents belonging to the Law Firm or the clients of the Law Firm.

For the time being, I have instructed counsel for Morgan Drexen to NOT produce
documents which contain any information that is confidential concerning clients of the Law
Firm. Further, because I am engaged in trial and have not scrutinized the subpoena or CID
; erved on Morgan Drexen, I do not want anyone to be "guessing" as to what they should or
should not produce, and to err on the side of protecting from disclosure any and all information
that is confidential, and/or protected from disclosure by the attorney-client privilege or work-
product doctrine. Morgan Drexen is a service entity that the Law Firm uses to assist clients — as

777 S. FIGUEROA STREET • SUITE 4900

LOS ANGELES, CALIFORNIA 90017 ()g ggN
TEL: 213 630 5000 FAX: 213 683 1225 WWW.BAUTELAW.COM
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HAUT E
C ROC H E T I E RE

Wendy Weinberg, Esq. & WAN G L 1 P
August 30, 2012
Page 2

CONFIDENTIAL COMMUNICATIONS

such, its role is limited, and its discretion to make decisions relating to the Law Firm's clients is
even more limited.

What I'd like to request for now is for you to send me whatever subpoena or CID it is that
Morgan Drexen has been asked to respond to in Washington D.C., so that we can review it
closely while our trial is happening and schedule a meet and confer on limiting the scope to
ensure client confidentiality.

Candice will likely follow up with you while I am engaged in trial with a letter that
explains at some length what our concerns are vis a vis the Law Firm and its clients.

Very truly yours,

Mark D. Baute

MDB:ch

149832,1
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Co»sun>ar F «' >«ci;:I
Protecnnn Do> ea>u

i /OQ C> Street 4t>>,', Washint,ton, O<. 20SS>,«

September 4, 2012

Mark Baute
Haute Crochetiere 8t Wang LLP

777 S, Figueroa Street Suite 4900
Los Angeles, CA 90017

Dear Mr, Baute:

I am writing in response to your letter dated August 30, 2012.

First, you write that you intend to "object and/or move to quash all or
portions" of a CID issued to Morgan Drexen. You ask that the Bureau
share "whatever subpoena or CID it is that Morgan Drexen has been asked

to respond to in Washington D.C. so that we can review it closely while our
trial is happening and schedule a meet and confer on limiting the scope to
ensure client confidentiality." Finally, you state that you have "instructed
counsel for Morgan Drexen to NOT produce documents which contain any
information that is confidential concerning clients of the Law Firm."

Civil Investigative Demands ("CIDs") issued by the Bureau are generally
kept confidential. 12 C.F.R. 1080.14(b) (" Bureau investigations are
generally nonpublic" ); see also 12 C.F.R. gg 1070.40-1070.47. The Bureau
does not typically discuss CIDs issued to one entity with other entities. If
you believe that Morgan Drexen has received a CID from the Bureau and

you want to discuss that with Morgan Drexen or its counsel, you are of
course free to do so. However, you may not interfere with the Bureau's

investigation of another entity, as you are apparently attempting to do.
Unless you are now representing Morgan Drexen, the Bureau will not

discuss any CID that may have been issued to that entity with you.

Second, Howard Law has failed to timely comply with the CID the Bureau
issued to it on june 12, 2012. The CID required production of specified
documents and responses to questions by July 12, 2012, but Howard Law
did not provide any responses by that date. It did not even seek a meet
and confer as directed in the CID. On July 13'", I contacted Vincent
Howard to inquire about Howard Law's response to the CID. He indicated
that I should hear from his attorney. I did not hear from you until July
18'". The Bureau received its first, limited response from Howard Law via

consumerfinance.gov
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IYq Consume: Financial
Protection Bureau

17i30 6 Street NW, Waslllntatollp OC 20552

email on July 27'". On August 6'», I sent an email to you and your associate
Candice Hyon clarifying that the Bureau requires all responses to CIDs to
be sent via Federal Express or UPS. Ms. Hyon agreed on that date to send

any further responses by Federal Express. Nonetheless, after that date

your firm apparently sent two additional responses to the Bureau by U.S.
mail. On August 29'", I spoke with Ms. Hyon, who agreed to resend
Howard Law's second and third responses.

It is unclear from your letter whether you have resent those responses via

Federal Express as requested and agreed, or whether you are relying on

an earlier, U.S. Postal Service mailing. Howard Law's production is well
past due. If you have not resent its responses by Federal Express, please
do so immediately. If you do not intend to do so, please let me know as
soon as possible so that the Bureau may respond as necessary.

Sincerely,

Wendy einberg
Shirley Chiu
Enforcement Attorneys

consumerfinance.ciov
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VENABLE„, 575 SEVENTH STREET NW WASHINGTON, DC 20004

T 202.344,4000 F 202.344.8300 www.Venable.cern

CONFIDENTIAL

September 7, 2012

VIA 0 VERNIGHT DELIVER Y
Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
Office of Enforcement

1700 6 St., NW
Washington, DC 20552

Re: Ba n kruptcy-Related Interrogatories

Dear Ms. Weinberg:

We are writing to confirm that with respect to bankruptcy services, Morgan Drexen does
not have any additional information to provide the Consumer Financial Protection Bureau (the
"Bureau" ) for Interrogatories 10-16, and 18. The responses previously provided to the Bureau
for these Interrogatories cover both debt settlement and bankruptcy services.

For Interrogatory 17, Morgan Drexen is working diligently to collect and produce any
additional responsive information to the Bureau for both debt settlement and bankruptcy
services.

We also respond to your August 24 email, in which you raised several questions
regarding data that Morgan Drexen produced in response to Document Request 21.

1. Why is Morgan Drexen listed as the creditor at settlement in 23S instances in DR

»(g)?

At times, Morgan Drexen will be instructed by the Associated Attorneys and/or Clients of
the Associated Attorneys to refrain from generating payments to a creditor despite a settlement
being in place. To prevent the Morgan Drexen system from automatically generating a check to
the creditor in these circumstances, the company is required to enter the "creditor name" into the
database as "Morgan Drexen." Once the system identifies "Morgan Drexen" as the creditor, no

payments/checks will be generated.

2. Why did Morgan Drexen enroll 34,451 debts for which the balance was $0 at

engagement? (DR 21(c))

Az requested in 21(c), the report generated contains "each debt owed by the Client at the
time of enrollment." In order to assure that the Bureau is provided with accurate information,
report 21(c) contains all debts listed on an Associated Attorney Client's credit report. The credit
reports are pulled at the time the Client initially contacted the Associated Attorneys and engaged
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Wendy Weinberg, Esq. CONFIDENTIAL

September 7, 2012
Page 2

the Associated Attorneys for legal representation. The credit report will list the names of all
creditors and the balance owed.

3. Why was the balance listed at settlement less than the balance listed at engagement
in 2839 instances?

The balance at engagement listed in 21(c) is the balance listed on the Associated Attorney
Client's credit report. The credit report may not be accurate. After an Associated Attorney
commences representation of a Client, the Associated Attorney verifies the amount of debt owed
by the Client. This validation may result in an amount listed at settlement that is less than the
amount listed on the credit report and at the time of engagement.

4. How do you reconcile 21(g), which shows a balance owed at settlement for 15,193

consumers, with 21(k), which shows settlement fees incurred for 14,607 consumers?

Per the CFPB's request, 21(g) was updated in June of 2012 to include the account
identification number for all accounts. Due to the update, 21(g) would have included additional
settlements that occurred from the time 21(k) was pulled in April of 2012.

Any communications relating to this inquiry constitute sensitive and proprietary business
information of Morgan Drexen and are confidential, All such materials are intended only for
review by Bureau staff. Accordingly, we request that they receive the highest level of protection
for confidentiality available under the Bureau's Rules of Practice, 12 C.F.R. Pts. 1070 and 1080;
the Freedom of Information Act, 5 U.S.C. $ 552(b)(3)(B), 12 C.F.R. $ 1070.10-1070.23; the
Consumer Financial Protection Act, 12 U.S.C. $ 5512(c)(6), and any other applicable statutes,
regulations, and rules.

Morgan Drexen reserves the right to change, amend, or supplement this information if it
becomes aware of additional information, and hereby preserves all evidentiary and other
objections incident to this investigation. Morgan Drexen does not by this reservation undertake
any obligation of supplementation or amendment.

Please do not hesitate to contact us should you have any questions about this letter.

Respect lly sub 'tted

Randal M. Shaheen
Andrew E. Bigart
Venable LLP
575 7th Street, N.W.
Washington, D.C. 20004
Counsel for Morgan Drexen, Inc,
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VENABLE„, 575 SEVENTH STREET NW WASHINGTON, DC 20004

T 202.344.4000 F 202.344.8300 www.Venable.corn

September 11, 2012

VIA ELECTRONIC AND OVERNIGHT DELIVERY

Wendy Weinberg, Esq.
Consumer Financial Protection Bureau
Office of Enforcement

1700 G St., NW
Washington, DC 20552

Re: Morg an Drexen Civil Investigative Demand

Dear Ms. Weinberg:

As you know, Morgan Drexen is currently awaiting direction from counsel for The
Howard Law Firm regarding production of data for bankruptcy support services Morgan Drexen
provides to clients of The Howard Law Firm. While that information has traditionally been
accessible to Morgan Drexen, it legally belongs to The Howard Law Firm, its partners and their
clients.

We understand that Mr. Baute has a busy trial schedule but are nevertheless concerned
that this process has taken a considerable amount of time, We are confident that the bankruptcy
services and other legal services that Morgan Drexen supports are fully compliant with the
Telemarketing Sales Rule and all other federal, state and state bar requirements and do not wish
for this issue to unduly delay your investigation.

As you know, with respect to the data relating to support of debt settlement services,
Morgan Drexen provided all non-privileged fields with the exception of personally identifying
information for the clients of the law firms it supports. Morgan Drexen believed at the time that
this was a reasonable compromise between the CFPB's need to conduct a full and complete
investigation and the obligations imposed upon it and the law firms it supports to maintain the
confidentiality of client information under the California Rules of Professional Conduct. This
includes Los Angeles County Bar Opinion No. 267 (January 26, 1960), which requires attorneys
to keep information given to them by their clients in strict confidence even if that information is
publicly available elsewhere. See also Cal. Bus. & Prof, Code f 6068(e) (2012); Cal. Rules of
Prof. Conduct, Rule 3-100 (2012). However, reasonable minds can differ with regard to many
legal questions and counsel for The Howard Law Firm may have the same or a different view as
to what constitutes compliance with the California Rules of Professional Conduct. Ultimately,
direction must come from the attorneys supported by Morgan Drexen.
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Wendy Weinberg, Esq. CONFIDENTIAL
September 11, 2012
Page 2

We have already provided Mr. Baute with all nonprivileged database fields relating to the
support of bankruptcy services, absent any personally identifying information. So as to not
further delay resolution of this issue, we have also strongly urged Mr. Baute that upon
conclusion of his trial he move forward expeditiously with his stated plan to place before a
California court the question as to whether producing data related to the support of bankruptcy
legal services without personally identifying information complies with Opinion No. 267. It is
then our hope that whatever the court decides, all parties will proceed in accordance with the
court's direction.

Randal . Shaheen
Venable LLP
575 7th Street, N.W.
Washington, D.C. 20004
Counsel for Morgan Drexen, Inc.

5943768-v2
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Llnitcd States ot America

Consumer Financial Protection BureauConsumer Financial
Protection Bureau

Civil Investigative Demand

Tn This demand is issued pursuant (c> Section 1052 of the Consumer Financjal
Morgan Dre>cen, Inc.

Protection Acc <>f 2010 and 12 C.F R. Part 1080 to determine whether <herc is or
c/o Randal M. Shaheen, Partner

has been a rdnla(inn nf any laws enForced by the Bureau of C<>naumer Financial
Venable LLP Protection.
575 7th street, N%'> Washington, DC 20004

Action Required

Appear and Provide Oral Testimony

I.oc:)non <>F Inves(igatinn:11 11<".<nng I}a(e a»d 'I'imc nf invcs(iga(ionai Hc(ning

Consumer. Financial Protection IEurcau (lctobcr 17, 2012, '):00 a.cn and October 18, 20I2, 9:00 a.m.

17(X) Cr Str.eet NK' Ilur<aan loves(igaco(c

mashi(1g(O(1 AC 20552 'i)v'endy Weinberg and Shirley Chiu

Prnduc- Docuu>cn(s uud/oc Tangibl» Tbu>gs, as sec forth cn (hr. ac(ached, document, by cbc foi)os>ang dace

Provide ()yri(cen Reports and/or Answers co Questions> as sc( forth In che attached document„by the. following dace

Notiftcation of Purpose Pttrsuant to 12 C.F.R. I<> 1080.5

The purpose of this invcstigahon is to determine whether debt relief providers, Icosi generators, or other unnamed persons have

c'ngagccl or arc engaging icl un/a))villi acts of pracydces in the adveftis'Lng marketing, or sale of debt relief services or products,
including but not limited to debt negonation, debt elitnination, debt sel:Iiement, credit counseling, inortgage loan modi6cation
and foreclosure rescue, in siolatic)n of Section 1031 of the Dodd-Frat)k Wall Strcct Rcl'orm and Consu(ncr Protecdon Act, as
amended, Pnb)ie Law 1'l1-203only • 1, 2010), Title X, 12 L1.S.C. (l( 5481 et se(1., the Telemarketing Sales Rule, 16 C.F,R. $ 310.1

ci ac<i., the Morlgape Assistance Rchef Sc.(vie(.s Rule, 16 C.F,R. ) 322.1 <.I seq., or any other federal consumer financial law. This
invesul~ation is also tn ck>tc.r(nine whether. Bureau action to obtain legal or equitable relief would be in the public interest

Custodian / Deputy Custodian Bureau Counsel

(.<)cy S(<)c)v</Msh '(each Wendy Weinbc<g/Shi<le) <;hiu

<:))<>sun>c c, («nsncisi ('rn(<)e(inn i!ac<au), Ar(u. <!('!ic< nf'((nfncc<)n)en( (;c)nsumer icinnnci;<I pc<)<ecd<s) Hvce>u, Attn; ()(lice v( I'.n.<)cee<nen(

(7(!0 (! S<c)>c(, (<!W 7<!(l (I Stree<, h(W

W:ul)h),,«)n, I )<: anssa W shi(8((nn, I)<;?055?

Date Jssu d Signature

Name / Ti t le K ent Marl»us„Enforcement Director

Se fvccc Right to Regulatory Enforcement Fairness

I hc clchvel"<' of (ius dcs»;u>d (n vnv by anv <nc(h<)<I 'I'he ( I'PS> (s cnmmi((cd to fair regula(ocy eofocccmcn(. If you acc a small business under

pc")sccibcci by (he <.'nnsu<nec I'u)))ncisl I'co(ccdon Ac( S(nail )5usin<'s)> Administration smnd«cds, you have a right (o con<ac( (lrc Snu)ii 15usincss

c) f 201(), 12 (IS.(:. () 556?, Is legal su<vicar If y<)u (hii Admi<us(canon's I<Is(ion:>I ()mbudsman a( I-888-RI;('ll'7>) IR ('I 888-734-3247) oc

(v cnn'Ipl)' u'(Ih (his (le<hah<i, (I'Ic 15ufeau n>a)' seel( a w<v<usb:<.gnv/ombudsman regarcllng (he I',<irncss nf the compliance an<I cnfnccen>c»(
court nrd<.r )caiuudog v<>uc cnmpli)u>c<). ac(ivit)cs nf (hc a))ency. Ynu shouki un<her<and, however, thar (he Na(innai ()ml )udsn>an

cannot change, s(np, <>r ciday a f obbed agen»3 e>focccn>cnr action.

T(uvel Errpcnacs
Requcs( a (cav<(l v<>uchec (o chi<n cnmpcns;<(inn cn Paperwork Reduction Act

which ynu a(ce enhcied:\s a v 8(ness be(co<» the linc»au 'I'his dc(uand docs no( c<aiuice approval by ()big under the Papenv<>ck Re<lucnnn >'(cc 0 f

p<>rsuan( (o Sec(inn 105:? ni' (he (;nnsu<ncc I'inanrisl I 880.

'I n><<»<inc) Ac( ni'?01((, 1' I!,S.(:. 8 556
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CIVIL INVESTIGATIVE DEMAND FOR

ORAL TESTIMONY

Definitions, As used in this Civil Investigative Demand, the following definitions shall
apply:

A. "And," as well as "or," shall be construed both conjunctively and disjunctively, as necessary,
in order to bring within the scope of any request in this Civil Investigative Demand all
information that otherwise might be construed to be outside the scope of the request.

B. "Any" shall be construed to include "all," and "all" shall be construed to include the word
"any."

C, "Associated Attorney" shall mean an attorney for whom Morgan Drexen states that it
provides support services for legal services or Debt Settlement services.

D, "Bankruptcy Services" refers to services provided by Morgan Drexen or an Associated
Attorney purportedly pursuant to an "Attorney/Client Bankruptcy Fee Agreement" signed by
an Associated Attorney.

E, "CID" shall mean the Civil Investigative Demand, including the Definitions, Instructions,

and Rider.

F, "CFPB" or "Bureau" shall mean the Bureau of Consumer Financial Protection.

G. "Clients" shall mean individuals who have made at least one payment to Morgan Drexen or
an Associated Attorney to receive Debt Settlement services at any time from January 1, 2010
to the present.

H. "Deputy Enforcement Director" refers tn a Deputy Assistant Director of the Office of
Enforcement.

I. "Each" shall be construed to include "every," and "every" shall be construed to include
"each."

J. "Enforcement Director" refers to the Assistant Director of the Division of Enforcement.

I<. "Morgan Drexen" or "You" or "Your" shall mean Morgan Drexen, Inc., its wholly or
partially owned subsidiaries, unincorporated divisions, joint ventures, operations under
assumed names, and affiliates, and all principals, directors, officers, owners, employees,
agents, representatives, consultants, attorneys, accountants, inclependent contractors,
including Walter Ledda, and other persons working for or on behalf of the foregoing,

II . I nst r uctions.

A. Sharing of Information: Th is CID relates to an official, nonpublic, law enforcement
investigation currently being conducted by the Bureau. Thc Bureau may make its files

available to other civil and criminal federal, state, or local law enforcement agencies pursuant
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to 12 C.F.R. )ss 1070.43(b)(1) and 1070.45(a)(5). Information you provide may be used in
any civil or criminal proceeding by the Bureau or other agencies. As stated in 12 C.F.R. )
1080.14, information you provide pursuant to this CID is subject to the requirements and
procedures relating to the disclosure of records and information set forth in 12 C.F.R. part
1070.

B. IVIeet and Confer; As stated in 12 C.F.R. ~s 1080.6(c), you must contact Enforcement
Attorney Wendy J. Weinberg at (202) 435-7688 as soon as possible to schedule a meeting
(telephonic or in person) to be held within 10 calendar days after receipt of this CID or before
the deadline for filing a petition to modify or set aside the demand, whichever is earlier, in
order to confer regarding your production of oral testimony.

C. Applicable Time Period for Responsive lVIaterials: Unless otherwise directed, the
applicable time period for the information sought shall be from June 1, 2010 until the date of
the investigational hearing.

D. Modification of Requests: I f you believe that the scope of the search or response required by
this CID can be narrowed consistent with the Bureau's need for information, you are
encouraged to discuss such possible modifications, including modifications of the
requirements of these instructions, with Enforcement Attorney Wendy J. Weinberg at (202)
435-7688. Modifications must be agreed to in writing by the Enforcement Director or a
.Deputy Enforcement Director. 12 C.F.R. ) 1080.6(d).

E. Petition for Order Modifying or Setting Aside Demand: Pursuant to 12 U.S.C. ) 5562(f)
and 12 C.F.R. ss 1080.6(e), you may petition the Bureau for an ordermodifying or setting aside
this CID. To file a petition, you must send it by electronic mail to the Executive Secretary of.
the Bureau at ExecSecgccfpb.gov, copying the Enforcement Director at

Enforcement@cfpb.gov, within twenty calendar days after service of the CID or, if the return
date is less than twenty calendar days after service, prior to the return date. The subject line of
the electronic mail must include thc plirase "Petition to Modify or Set Aside Civil Investigative
Demand." I f a request for confidential treatment is filed, you must file a redacted public
petition in addition to the unredacted petition.

F. Procedures Governing Hearing: This CID is issued under section 1052 of the Consumei
Financial Protection Act, 12 U.S,C. ssss5562 ct seq, The taking of oral testimony pursuant to
this CID will be conducted in conformity with that section and 12 C.F.R. )$ 1080.6(a)(4),
1080.7 and 1080.9.

G. Scope of Investigative Hearing: This CID covers materials and information in your
possession, actual or constructive custody, or control, including, but not limited to, documents
in the possession, custody, or control of your attorneys, accountants, other agents or
consultants, directors, officers, and employees.

H. Designation of a Witness: This CID requires oral testimony from an entity. Under 12 C.F.R.
1080.6(a)(4)(ii), you must designate one or more officers, directors, or managing agents, or
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designate other persons who consent to testify on your behalf. The individuals designated must
testify about information known or reasonably available to you, and their testimony shall be
binding on you. Your failure to designate a witness who is competent to testify about the topics
described in the rider below will be considered a failure to comply with this CID.

I II . CI D Ri d e r .

The Bureau will take oral testimony on the following topics:

1. Practices of Morgan Drexen and Associated Attorneys in enrolling Clients, serving
Clients, and terminatingrelationships with Clients, regardless of whether they have signed
an agreement for debt settlement services, ana@cement for bankruptcy services, or both,
including but not limited to:

a. making clisclosures,
b. providing attorney-client agreements,
c. charging fees to Clients, and
d. accounting for payments made by Clients and fees charged to Clients.

2. Practices of Morgan Drexen and Associatecl Attorneys in implementing the Preferred
Creditor Program, including but not limited to:

a. soliciting new creditors and debt collectors for the program through Morgan
Drexen, or through other entities, such as Collection First,

b. settling Client debt, and
c. identifying Clients mutual to Morgan Drexen or Associated Attorneys and

Preferrecl Creditors.

3. Practices of Morgan Drexen and Associated Attorneys in providing services and products
for and to each other, including but not limited to:

a. invoicing for services and products,
b, making payments and transferring funds between Morgan Drexen and Associated

Attorneys, and
c. setting up and operating bank accounts for receipt or transfer of Client payments

and for payments between Morgan Drexen and Associated Attorneys.

4. Practices of Morgan Drexen and Associated Attorneys in providing cash advances to
Clients (the Emergency Direct Assistance Fund a.k.a, "EDAF"), including but not limited
to:

a. determining Clients' eligibility for funds,
b, accounting for Clients' receipt of funds,
c. obtaining reimbursement from Clients of funds received from Associated

Attorneys, and
d. providing incentives to Morgan Drexen employees for enrollment of Clients in

EDAF program.
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5. Representations made by Morgan Drexen on results obtainable by Clients who engage the
services of Morgan Drexen or Associated Attorneys.

6. Relationships with third parties, including lead generators, who conduct business with
Morgan Drexen, including but not limited to:

a. services or products provided, and
b. compensation for services or products.

7. Roles of principals of Morgan Drexen, including but not limited to:
a. setting policies and procedures,
b. overseeing operations, and
c. responding to the Bureau's CID.
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Federal Register / V o l . 77 , No. 126 / F r i day, June 29, 2012/Rules and Regulations 39101

(21081.405 Decision of the Director. g 1081.406 Reconsideration. Director. The Director may, in his or her
(a) Upon appeal from or upon further within 14 days after service of the discretion, and on such terms as he or

roview of a recommended decision, the Director's final decision and order, any she finds just, stay the effectiveness of
Director will consicler such parts of the party may file with the Director 8 all or any part of an order pending a
recorcl as are cited ol as may be petition for reconsideration, briefly and final decision on a petition for juclicial

necessary to resolve the issues specifically setting forth the relief review of that order.

presented and, in addition, will, to the desired and the grounds in support Dated: June 4, 2012.
extent necessary or desirable, exercise thereof. Any petition filed under this

Richard Cordray,
all powers which he or she could have section must be confined to new

Direc(or, Bul'eou of Consu(ner Fi noncioi
exercised if he or she had made the questions raised by the final decision or F'rolection.
recommencled decision. In proceedings final order and upon which the

IFI( Dot:. 2012 — 14081 Filo(I 6-28-12; 8('45 at'tli
before the Director, the record shall petitioner had no opportunity to argue,

BILLING CODE 4810-AM-P
consist of all items part of the record in writing or orally, before the Director.

below in accordance with g 1081.306; No response to a petition for
reconsideration shall be filed unlessany notices of appeal or order directing BUREAU OF CONSUMER FINANCIAL

review; all briefs, motions, submissions, requested. by the Director, who will PROTECTION
and other papers filed on appeal or request such response before granting

review; and the transcript of any oral any petition for reconsideratiron. The 12 CFR Part 1080
argulnent held. Review by the Director filing of a petition for reconsideration

of 8 recofnnlended declslon mav be shall not. operate to stay the effective [Docket No.: CFPB-2011-0007]
elate of the final decision or order or tolilnited to the issues specified in the RIN 3170-AA03

notice(s) of appeal or the issues, il'any. toll the running of any statutory period

specified in the older directing further affecting such clecision or orcler unless Rules Relating to Investigations
briefing. On notice to all parties. specifically so ordered by the Director.

AGENCY: Bureau of Consumer Financial
however, ih(l Dil fecior nlay, at any tilne $1081.407 Effective date; stays pending Protection,
pl'Iol' t(0 lss'uence of his ol' h81' declslon, judicial review.
raise and cletermine any oth(,r matters ACTION: Final rule.

(a) Other than consent, orders, which
that he or she deems material, with shall become effective at the time SUMMARY: After considering the public
opportunity for oral or. written argument specified therein, an order to cease and comments on its .interim final rule for
thereon by the parties. desist or for other affirmative action the Ihiles Relating to Investigations, the

(b) Decisional employees may advise under section 1053(b) of the Dodd-Frank Bureau of Consumer I'inancial
and assist the Director in. the Act becomes effective at the expiration Protection (Bureau), pursuant to the
consideration and disposition of the of 30 days after the date of service Dodd-Frank Wall Street Reforln and.
case. pursuant to (3 1081.113(cl)(2), unless the Consumer Protection Act of 2010 (Docld-

(c) In renclering his or her decision, Director agrees to stay the effectiveness Frank Act), is making revisions to its
the Director will affirm, adopt., reverse, of the orcler pursuant to this section. procedures for investigations under
n1oclify, set aside, or remand for further (b) Any party subject to a final section 1052 of. the Dodd-Frank Act.
proceedings the recommended decision decision and order, other than a consent DATES: The final rule is effective June
and will include in the decision a order, may apply to the Director for a 29, 20'12.
statement of the reasons or basis for his stay of all or part of that orrler pending

FOR FURTHER INFORMATION CONTACT:
or her actions and the findings of fact judicial review.

Peter G. 1/Vilson, Office of the General
upon which the clecision is predicated. (c) A motion for stay shall state the

reasons a stay is warranted and the facts Counsel, Consumer Financial Protection
(d) At. the expiration of the time relied upon, and shall include Bureau, 1700 G Street NW„WVashington,

permitted for the filing of reply briefs supporting affidavits or other sworn DC 20552, (202) 435-7585.
with the Director, the Office of statements, and a copy of the relevallt SUPPLEMENTARY INFORMATION:
Administrative Ad judi ca ti on will notify portions of the record. The motion shall
the parties that the case has been adclress the likelihood of the movant's I. Background
submittecl for I'inal Bureau clecision. The success nn appeal, whether the movant The Dodd-Frank >Vali Street Reform
Director will issue and the Office of will suffer irreparable harm if a stay is and Consumer Protection Act of 2010
Administrative Acljudication will serve not granted, the degree of injury to other (Dodd-Frank Act) was signed into law
the Director's final clecision ancl order parties if a stay is granted, and why the on July 21, 2010, Title X of the Dodcl-
within 90 days after such notice, unless 5'tay ls in 'the pal )1 lc 'I I'ltel'es't. Frank Act established the Bureau of
within that time the Director orders that (d) A motion for stay shall be filed Consumer Financial Protection (Bureau)
the adjudication proceecling or any within 30 clays of service of the order on to regulate the offering and provision of
aspect thereof be remanded to the the party. Any party opposing the consumer financial products or services
hearing officer for further proceedings. motion may file a response within five under the Fecleral consumer financial

(e) Copies of the final decision ancl days after receipt of the motion. The laws. The Dodd-Frank Act transferred to
order of the Director shall be served movant may file a reply brief, limited to the Bureau the consumer financial
upon each party to the proceeding, upon new matters raised by the response, protection functions formerly carried
othe>' persons required by statute, and, within three days after receipt of the out by the Federal banking agencies, as
if directed by the Director or required by I'esporlse. well as certain authorities formerly
statute, upon any appropriate State or (e) The commencement of carried out by the Department of
I'ederal supervisory authority. The final proceedings for judicial review of a final I-lousing and I Jrban Development (HUD)
decision and order will also be clecision and orcler of the Director does and the Federal Trade Commission
published on ihe Bureau's YVeb site or not, unless specifically ordered by the (FTC). As required by section 1062 of
as othorwise deemed appropriate by the Director or a revievving court, operate as the Dodd-Frank Act, 12 U.S.C, 5582, the
Bureau. a stay of any order issuecl by the Secretary of the Treasury selected a
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clesignatecl transfer date and the Fecleral <lemands may be Bnforc eel in district the real estate finance industry, and
banking agencies' functions and court by the Director. the Geileral other financial institutions.
authorities transferrecl to the Bureau nn Counsel, or the Assistant Dirac:tor of the The commenters generally support
July 21, 2011. Office of Enforcement. The Final Rule the Interim Final Rule, Most sections of

The Docld-Frank Act authorizes the also details the authority of the Bureau's the Interim Pinal Rule received no
Bureau to conduct investigations to investigators to conduct investigations comment and are being finalized
ascertain whether any person. is or has and holcl investigational hearings without change. The comments did,
been engaged in conduct that, if. proved, pursuant to civil investigative demancls however, contain questions and
would constitute a violation of any for oral testimony. recommendations for the Bureau.
provision of Federal consumer financial Furthermore, the Final Rule sets forth Several of the commenters expressed

law, Section 1052 of the Dodd-Prank the rights of persons from whom the concern that the Interim Final Rule
Act sets forth the parameters that govern Bureau seeks to compel information in appeared to provide staff-level Bureau
these investigations. 12 TJ.S.C. 5562. an investigation. Specifically, the Final employees with unchecked authority to
Section 1052 became effective Rule clescribes how such persons shoulcl initiate investigations encl issue CIDs. Or

immediatelyupon transfer on July 21, be notified of the purpose of the that the Interim Final Rule otherwise
2011 ancl clicl not require rules to Bureau's investigation. It also details the clid not provide sufficient oversight for

implementits provisions. On July 28, proceclures for fili<ig a petition fnr an particular actions.
2011, the Bureau issued the interiin orcler modifying or setting aside a CID, A number of commenters expressed
final rule for the Rules Relating to which the Director is authorized to rule concern about sections of the Interim
Investigations (Interim Final R~i<18) to upon. Ancl it describes the process by Pinal Rule that relate to CIDs. One tracle

provide parties involvecl in Bureau which persons may obtain copies of or association recommendecl that a
investigations with clarification on how access to documents or testimony they statement of "the purpose ancl scope" of
to comply with the statutory have providecl in response to a civil a Bureau investigation — in addition to a
requirements rel<iting to Bureau investigative clemand. In adclition, the notification of the nature of the conduct
InVBStigslt'ionS. Final Rule describes a person's right to constituting the alleged violation under

counsel at investigational hearings. investigation and the applicable
II. Summary of the Final Rule provisions of law — be included in CIDs,

Consistent with section 1052 of the III.. Legal Authority A commenter suggested that the Bureau.
Docld-Frank. Act., the final rule for the As noted above, section 1052 of thB recluire a conference between CID
Rules Rolating to Investigations (Final Dodd-Frank Act outlines how the recipients ancl th.e Assistant. Director. Of
Rule) describes a number of Bureau Bureau will conduct investigations and the Office of Enforcement to negotiate
policies ancl procechires that apply in an describes the rights of persons from the terms of compliance with the
investigational, nonacljudicative setting. whom the Bureau seeks information in. clemand, Three of the trade associations
Among other things, the Final Rule sets investigations. This section becanle noted concern with the statement tllat
forth (1) the Bureau's authority to effective immediately upon the extensions of time are disfavored for
conduct investigations, encl (2) the designatecl transfer date, July 21., 2011, petitions to modify or set asicle CIDs.
rights of persons from who<n the Bureau without any requirement that the Two commenters questionecl who
seolcs to compel information in Bureau first issue proceclural rules. woulcl rule on such petitions without a
InvBstioations. Nevertheless, the Bureau believes that confirined Director. One tracle

Like the Interim Final Rule, the Final the legislative purpose of section 1052 association commented that. witnesses
Rule i» modelecl. on investigative will be furthered by the issuance of should be permittecl. to object. to
proceclures of other law enforcement rules that specify the manner in which questions demanding information
agencies, For guidance, the Bureau persons can comply with its provisions. outside of the scope of the investigation
I'eviBwecl the procedures currently used Section 1022 of tile Dodcl-Frank Act cluring an investigational hearing
by the PTC, the Securities encl Exchange authorizes the Director to prescribe pursuant to a CID for oral testimony.
Commission (SEC), ancl the prudential rules as may be necessary or appropriate A number of commenters expressed
regulators, as well as the FTC's recently for the Bureau tn administer an(1 carry concern about maintaining the
proposed amendments to its out the purposes encl objectives of confidentiality of demand material,
nonacljudicative proceclures, In light of Federal consumer financial laws ancl to sharing information with other State
the similarities between section 1052 of prevent evasion of those laws. 12 I.I.S.C. encl Federal agencies, and the duties of
the Doc)el-Frank Act and section 20 of 5512, The Bureau believes that the I'inal the custoclians of those materials. Fnr
the Pecleral Tracle Commission Act (1 TC Rule will effectuate the purpose of example, one tracle association and the
Ac:t), 15 LI.S.C. 41 el sec).„ the Biireau section 1052 ancl facilitate compliance mortgage company recommended that

clrew most heavily from the I"'I'C's ivi th H<II'cail Iilvestigatlons, investigations shoiild remain
nonadjurlicative procedures ill confidential in all r.ircumstances.

IV. Overview of Public Comments onconstrue;ting the rules. Another tracle association assertecl that
the Interim Final RuleThe Final Rule lays out the Bureau s the Bui eau is not pernlitted to engage in

aiithoI'Ity to coilcluct II'Ives'tigiltiol<s After publication of the Interim Final joint investigations with State attorneys
before instituting juclicial or Rule on July 28, 2011, the Bureau general.
administrative adjurlicatory proceedings accepted public comments until The Bureau reviewed all of the
uncler Federal consumer financial law. September 26, 2011. Duririg the comments on its Interim Final Rule
The Final Rule authorizes the Director, comment periocl, the Bureau receive<i thoroughly encl acldresses the significant
the Assistant Director of the Office of seven comments. Two of. the comments issues they raise herein. Although most
Enforc:e<nent, encl the Deputy Assistant were submitted by indiviclual sections of the Interim Final Rule
Direc:tors of tile Office of Enforcement to consumers. Four trade associations ancl received no comment and are being

issue civil investigative clemands (CIDs) 8 mortgage company also submitted finalized without change, the Bureau
for documentary material, tangible comments. The trade associations has made several changes to the Interim
tlii i lgs, vvi'<iten I'<,poi'ts, ails<vBI's to represent credit unions, banks, Final Rule basecl on the comments it
qiiestions, or oral testimony. The c:onsumer credit companies, meinbers of received. The comments and these
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ch»nges ~re discussed in more detail in A corn men I er recommended that interest. Section 1080.3 is consistent
parts V and VI of the SUPPLEMENTARY covereri persons be allowed to recover with the Bureau's mission tn protect
INFORMATION. attorneys' fees and costs incurrerl by consumers by investigating potential

V. General Comments tlefending against an investigation that violations of Federal consumer financial
is shown to be without merit. The Dodd- law. The Bureau received no comments

Some comments on the Interim Final Frank Act does not provide the right to on g 1080,3 of the Interitn Final Rule
Rule were not directed at a specific recover fees and costs by defending and is adopting it as the Final Rule
section but rather concerned issues of against an investigation. Further, as without change.
general applicability. The Bureau explained below, the Bureau believes
addresses those comments in this that the procedures for petitioning to Section 1080.4 In i t iating and
section encl addresses comments relatecl Conducting Investigationsmoclify or set aside a CID set forth in
to specific, sections of the Interim 1'inal t'I 1080.6(d) of the Interim Final Rule This section of the Interim Final Rule
Rule in part VI, (now 1080.6(e) of the Final Rule) explains that Bureau investigators are

One commenter asked the Bureau to provide sufficient protections to a authorized to conduct investigations
specify who would rule on petitions to recipient of a demand it believes lacks pursuant to section 1052 of the Dodcl-
set aside or modify CIDs while the merit. Frank Act.
Bureau lacked a Director. This A commenter observed that this
commenter also askecl who would VI. Section-by-Section Summary section of the Interim Final Rule did not
review requests to the Attorney General explicitly provide a proceclure for senior
under g 1080.12 for authority to Secti on 1080.1 Scope

agency officials to authorize the opening
immunize v itnesses and to order them This section clescribes the scope of the of an investigation. The commenter
to testify or provide other information. Interim Final Rule, It makes clear that arguecl that only senior agency officials
The President appointed a Director of these rules only apply to investigations should decide whether to initiate
the Bureau on January 4, 2012. uncler section 1052 of the Dodd-I'rank investigations, The commenter
Therefore, both questions posed by this Act. The Bureau received no comment questioned whether staff-level
commenter are moot, The Director or on IS1080.1 of the Interim Final Rule employees coulcl. open investigations
any official to whom the Director has and is adopting it as the Final Rule and issue CIDs without sufficient
delegated his authority pursuant tn '.1.2 without change, supervision, and noted that the FTC's
II.S.C. 5492(b) will rule on peiitions to Section 1080.2 D efini tions analogous rule specifically lists the
set asicle or modify CIDs. Furthermore, senior officials to whom the
the Bureau has revised II 1080,12 to This section of the Intel im Final Rule Commission has delegated, without
clarif'y that only the Director has the defines several terms usecl. throughout power of redelegation, the authority to
authority to request approval from Ihe the rules. Many of these definitions also initiate investigations.
Attorney General for the issuance of an may be found in section 1051. of the A commenter also expressed concern
order immunizing witnesses. Dodd-Frank Act. that the F rc's analogous rule explicitly

A commenter asserted that section A commenter questioned the breadth provides that FTC investigators must
1052(c)(1) of. the Dodd-Frank Act of the definition of the term "Assistant comply with the laws of the United
prohibits the Bureau from issuing CIDs Director of the Division of States and FTC regulations. According
after the institution of any proceedings Enforcement.." The commenter argued to the commenter, such language is
under Federal consumer financial laws, that because that terru was clefined to necessary to ensure that the Bureau
including proceedings initiated by a include "any Bureau employee to whom complies with the Right to Financial
State or a private party. The commenter the Assistant Director of the Division of Privacy Act (RFPA) to the extent that
argued that a CID should be Enforcement has delegated authority to statute applies to the Bureau. The
accompaniecl by a certification that the act under this part," the Interim Final commenter also believes that this
dernancl will have no bearing on any Rule coulcl give Bureau employees language is needed to guard against
ongoing proceeding. Section 1052(c)(1) inappropriately broad authority to take investigations undertaken for what the
provides, in relevant part, that "the certain actions, such as issuing CIDs. commenter characterized as the
Bureau may, before the institution of The Bureau has revised the Final Rule impermissible purpose of aiding State
any proceeclings under the Federal in response to these comments, The attorneys general or State regulators.
consumer financial law, issue in Final Rule identifies those with The commenter suggested that the
writing, and cause to be serve(l upon authority to take particular actions Bureau add a statement to this section
such person, a civil investigative uncler each section of the Final Rule. of the Interim Final Rule similar to the
demand." The language "before the Sections 1080.4 (i»itiating encl FTC's rule requiring compliance with
institution of any proceeding uncler conducting investigations) ancl 1080.6 I"ederal lave and agency regulations.
Fecleral consumer financial law" refers (civil investigative demancls) of the 'I'he Final Rule clarifies that only the
tn the institution of proceeclings by the Final Rule clarify that the authority to Assistant Director or any Deputy
Bureau. It does not limit the Bureau's initiate investigations and issue CIDs Assistant Director of the Office of
authority tn issue CIDs basecl upon the cannot be delegated by the Identified Enforcement has the authority to initiate
commencement of a proceecling by other officials. The Final Rule also changes investigations. The Bureau has
parties. the defined term. "Division oi' significant discretion to determine

Another commenter requested that Enforcement" to "Office of whether and when to open an
the Bureau exempt all credit unions Enforcement" to reflect the Bureau s investigation, and the public benefits
from Bureau investigations. The Bureau current organizational s'tructure, ft om a process whereby the Bureau can
believes that granting an exemption open and close investigations
from the Bureau's enforcement authority Section 1080.8 Pol icy as io Private

Controversies
efficiently, But the Bureau clid not

through the Final Rule woul(i be intenrl its rules to be interpreted so
inappropriate anti that there is»n This section of the Interim I'in»i Rule broadly as to suggest that any staff-level
insufficient record to support such an states the Bureau's policy of pursuing employee could unilaterally open an
exemption, investigations that are in the public investigation or issue a CID. The Final
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Rule also provides that Bureau CIDs. In acldition, to the extent the scope of requests, issues related to
investigators will perform their cluties in recipients of CIDs r:onsicler the clemancls electronically stored information (ESI),
acrordance with Fecleral law ancl to be for an unauthorized purpose or issues related to privilege ancl
Bureau regulations. outsicle the scope of the investigation, conficlential information, and a

Section 1080,8 Not i fication of Pllrpose they will have an opportunity to reasonable time for compliance, The
negotiate the terms of compliance commenter stated that this type of

This section of the Interim Final Rule pursuant to 51080.6(c) of the Interim conference would better ensure prompt
specifies that a person compellecl to Final Rule (now g 1080.6(d) of the Final encl efficient production of material and
provide information to the Bureau or to Rule) or to petition to set aside or information related to the investigation,
testify in an investigational hearing moclify the demancl pursuant to The Bureau agrees that a conference
Inust be advised of the nature of the $1080.6(d) of the Interim Final Rule between the parties within ten calendar
conduct constituting the allegecl (now I31080.6(e) of the Final Rule). days of serving a CID is likely to
violation under investigation and the The Bureau therefore adopts this improve the efficiency of investigations,
applicable provisions of law, This section of the Interim Final Rule as the and $ 1080.6(c) of the Final Rule
section of the Interim Final Rule Final Rule without change. provides for such a conference. The
implements the requirements for CIDs
clescribed in section 1052(c)(2) of the Section 1080.8 Civil Investigative Final Rule does not, however, adopt the

Demancls suggestion that the Assistant Director of
Dodcl-Frank Act. the Office of Enforcement presicle over

Commenters notecl that although the, This section of the Interim Final Rule all such conferences.
Docld-I rank Act and the FTC Act both lays out the Bureau's procedures for Several commenters also notecl
require CIDs to state "the nature of the issuing CIDs. It authorizes the Assistant concern with the statement in
concluct constituting the alleged Director of the Office of Enforcement to SI 1080.6(d) of the Interim Final Rule
violation which is under investigation issue CIDs for clocumentary material, clisfavoring extensions of time for
ancl the provision of law applirahle to tangible things, written reports, answers petitioning for an orcler mocli fying or
suc:h violation," the two agenries' to cluestions, and oral testimony. This setting asicle CIDs, One commenter
implementing regulations on this topic section of the Interim I"inal Rule details argued that the 20-clay period to file
cliffer. Both agencies' regulations require the information that must be inclucled petitions, for which extensions of til'ne
a statement of the nature of the conduct in CIDs ancl the requirement that are clisfavorecl, is inconsistent with the
at issue encl the relevant provisions of responses he made unclel' a swol'I'I reasonable" period of time for
law, but the FTC rule also requiresthat certificate. Sec:tion 1080.6 of the Interim compliance with the CID set forth in
the recipient of the CID be advisecl oi' I"inal Rule also authorizes the Assistant IS 1080.6(a). The commenter al.so argued
"the purpose and scope" of the Director of the Of'fice of Enforcement to that this timefranle leaves a short periocl
investigation. Commenters arguecl that negotiate and approve the terms of for the CID recipient to decicle which
the Bureau should add this phrase to its conrpliance with CIDs and grarlt documents are privileged or otherwise
rule because excluding it woulcl lead to extensions for goocl cause. Finally, this protected and to file a petition
requests for materials outside the scope section of the Interim Final Rule articulating privilege and scope
of an investigation. One commenter clescribes the proceclures for seeking an objections. Another commenter. notecl
arguecl that only senior agency officials order to modify or set asicle a CID, that the analogous FTC rules do not
shoulrl authorize investigatiolls to whirh the Director is authorized to rule include a provision clisfavoring
ensure that CIDs are relevant to the UP O11, extensions for petitions to modify or set
purpose <encl scope of. the Bureau's One commenter arguecl that aside a CID. These commenters
investi~ations. g 1080.6(a) permits almost any Bureau recommended that the Bureau delete the
The fanguage in g 1080.5 of the employee to issue CIDs without sentence related to disfavoring

Interim Final Rule mirrors the language sufficient supervision. The commenter extensions, One commenter
of the Docld-Frank Act, which provides stated that this lack of oversight is recommended that the rules be
that "[e/ach civil investigative clemancl problematic and does not ref~lect correctecl to provide an indepenclent
shall state the nature of the conclurt Congress' intent when it enacted the review if a coverecl person believes a
constituting the allegedviolation which Act. CID is without merit.
is under investigation and the provision Section 1080.6(a) of the I'inal Rule Like the Interim Final Rule, the Final
of law applicable to such violation." limits the authority to issue CIDs to the Rule includes a provision disfavoring
The Bureau believes that the Director, the Assistant Director of the extensions of time for petitions to
information covered by this statutory Office of Enforcement, ancl the Deputy moclify or set asicle a CID. The Bureau
language provicles sufficient notice to Assistant Directors of the Office of believes its policy of clisfavoring
recipients of CIDs. As discussecl above, Enforcement, This change to the Final extensions is appropriate in light of its
) 1080.4 (initiating and I:onclucting Rule balances the effir.iency of the signific:ant interest in promoting an
investigations) of the Final Rule limits Bureau's investigative process with efficient process for seeking materials
the authoI'lty to open Il'Ivestlgatlol'ls 'to appropriate supervision and oversight. through CIDs. By clisfavoring
the Assistant Director or any Deputy A commenter suggested that the extensions, the Bureau means to prompt
Assistant Director of the Office of Bureau require a con ferenr:e between recipients to decicle within 20 days
Eni'orcement. Similarly, g 1080.6 of the the CID recipient ancl the Assistant whether they intend to comply with the
Final Rule (civil investigative dernancls) Director of the Office of Enforcement CID. The Final Rule also clarifies that
limits the authority to issue CIDs to the within ten days of service of the CID to this 20-clay periocl should be computed
Director of the Bureau, the Assistant negotiate and approve the terms of lvith calendar clays.
Dirac:tor of thr, Office of Enforcement, compliance. The commenter envisionecl The Bureau notes that I'r 1080.6(d) nf
and the ljeputy Assistant Directors of a conference analogous to a discovery the Interim Final Rule (now g 1080.6(e)
the Office of Enforr;ement. Thus, one of planning conference under the Fecleral of the Final Rule) only provides the due
these iclentifiecl offirials will review ancl Pxules of Civil Proceclure, during vvhich elate for a petition for an order
approve the initiation of all the parties coulcl cliscuss requests for modifying or setting aside a CID. It cloes
investigations and the issuance of all information, appropriate limitations on not require recipients to comply fully
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with CIDs within 20 (lays. In adclition, transcript is provicled to the clesignated responsive to a CID. It requires the
the Final Rule provides several options custodian. recipient of the CID to assert a privilege
to recipients of CIDs that neecl A commenter argued that the Bureau by the production date Bnd, if so
aclclitional time to responcl. For is not authorized to concluct joint directecl in the CID, also to submit a
example, the recipient may negotiate 1' or investigations with State attorneys detailed scheclule of the items withhelcl.
a reasonable extension of time for general uncler the Dodd-Prank Act encl, Section 1080.8 also sets forth the
compliance or a rolling> clor(ument correspondingly, State attorneys general procedures for handling the disclosure
production scheclule pursuant to canI'10t 8't'ten(I '.In, investtgBI10nal heaI'Ing of privileged or protected information or
g 1080,6(c) of the interim Final Rule as a representative of an agency with communications.
(now II 1080.6(d) of the Final Rule). whom the Bureau. is conclucting a joint The Bureau receivecl no comment on

Section 1080.6(e) nf the Final Rule investigation. The commenter argued ( 1080.8 of the Interim Final Rule and

clarifies that recipients of CIDs shoulcl that Congress distinguishecl between is adopting it as the Final Rule without

not assert claims of privilege through a State attorneys general and State substantive change.

petition for an. order moclifying or regulatory agencies in section 1042 of
Section 1080,9 Rights of IVitnesses in

setting asicle a CID. Insteacl, when the Dodd-Frank Act and that State Investigations
privilege is the only basis for attorneys general are therefore not

This section of the Interim Final Rulewithholding particular materials, they "agencies" with whom the Bureau can
describes the rights of personsshould utilize the procedures set forth partner. The commenter also asserted
compelled to submit information orin $ 1080.8 (withholding requestecl that the Bureau cannot share a copy of
provicle testimony in an investigation. Itmaterial) of the Final Rule. Section the transcript of an investigational
details the proceclures for obtaining a

1080.6(e) of the Final Rule also lays out. hearing with another agency without the
consent of the witness. copy of submitted documents or a copy

the authority of Bureau investigators to of or access to a transcript of the
provicle to the Director a reply to a

Another commenter argued that
person's testimony, This section of the

petition seeking BII 01'deI' nlodlfyrng 01'
representatives of agencies with which
the Bureau is conclucting a joint Interim Final Rule also clescribes a

setting asicle a CID. Specifically, the witness's right to make changes to hi.s or
Final Rule states that Bureau investigation may be present at an

investigational hearing only v(ith the her transcript and the rules for signing
investigators may provicle the Director witness's consent., This commenter the transcript.
with a state(nant setting forth any state(1 that the Bureau should recognize Section 1080.9 of the Interim Final
factual alld leg>rll I'esponses to a petition. in the rules that a witIIess who cloes not Rule lays out a person's right to counsel
The Bureau will not make these consent to t.he presence of a at an i11vestigational hearing Bnd
statements or any other internal representative of another agency Bt an clescribes his or her counsel's right to
deliberations part of the Bureau's public.. investigational hearing should not be aclvise the witness as to any question
records. Section 'i080.6(g) of the Final presumed guilty. posecl for which Bn objection may
Rule clarifies that the B(Ireau, however, The Dodd-Frank Act states that the properly be made. It also describes the
will make publicly available both the HuI'eau nlay 81'Igag>8 ln joint witness's or counsel's rights to object to
petition and the Director's orcler in investigati.ons and requests for cluestions or requests that the witness is
response. Section 1080.6(g) of the Final information, as authorizecl uncler this privileged to refuse to answer. This
Rule also clari.fies that if B CID recipient title." This statutory language permits section of the Interim Final Rule states
wants to prevent the Director. from th» Bureau to engage in joint that counsel for the witness may not
making the petition publirI, any showi11g investigations with State or Federal law otherwise object to questions or
of good cause must be made no later enforcement agencies, inclucling State interrupt the examination to make
than the time the petition is filed, The attorneys general, with jurisdiction that statements on the record but may
Final Rule also aclcls a provision overlaps with the Bureau's, The request that the witness have an
clarifying how the Bureau will serve the Bureau's clisclosure rules also permit opportunity to clarify any of his or her
petitioner with the Director's orcler. the Bureau to share certain conficlential answers. Finally, this section of the

Finally, the Bureau believes the infoI mation, inclucling investigational Interim Final Rule authorizes the
proc:erlures for petitions to modify or set hearing transcripts, with Federal or Bureau investigator to take all necessary
aside a CID set forth in the Final Rule State agencies to the extent the action during the course of the hearing
adequately protect a covered person disclosure is relevant. to the exercise of to avoicl delay encl to prevent or restrain
who believes a CID is without merit, an agency's statutory or regulatory disorderly, dilatory, obstructionist, or
and that an additional inclepenclent authority. See 12 CFR 1070.43(b). In contumacious conduct, or
review is unnecessarv. addition, neither the Docld-Frank Act contemptuous language,

A commenter noted that under the
Section t080.7 I n vesti<>(Itional nor the rules require the consent of the

Interim Pinal Rule witnesses coulcl notHearing>s witness to permit a representative of an
agency with which the Bureau is object during an investigational hearing

This section of the Interim Final Rule conducting a joint investigation to be on the grouncl that a question was
(lear(ribes the proceclures for present at the hearing. Consent is outsicle the scope of the investigation.
investigational hearings initiated I eriuirod only when people other than The commenter arguecl that a c(Ivere(I
pursuant to a CID for oral t estimony.It those listecl in the rule are incluclecl. person's inability to raise such
also lays out the roles Bnd Thus, the Bureau adopts ( 1080.7 of objections might allow "a fishing
responsibilities of the Bureau the Interim Final Rule as the I'inal Rule expedition." The commenter
investigator conclucting the without change. recommencled amencling $ 1080.9(b) to
investigational hearing, whir:h inclucle 81101v objections basecl on scope.
excluding una(Ithorized persons from Ser:tion 1080.8 l t ' i t l I I Iolding> Fte(located Section 1062(c)(13)(D)(iii) of the
the, hearing room encl ensuring that the IV(Iteri(Il Doclcl-Prank Act states, in relevant part:
investigational hearing is i.ranscribed, This section of the Interim I' inal Rule [a]n objection may properly be macle,
the witness is cluly sworn, the trarIscript. ciescribes the proceclures that apply received, and entered upon the record when
is a true reconi of the testimony, encl the when persons withholcl Inaterial il is «iaimed that such person is entitle(l to
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refuse to answer the question on grounds of also authorizes the Assistant Director of under 1 8 U.S.C. 6004 ancl requiring a
any constitutional or oiher legal right or the Office of Enforcement to close the witness to testify or provide
privilege, including the privilege against self- investigation when the facts of an information. The commenter notecl that
incrimination, but the person shall not the Dodd-Frank Act authorizes theotherwise object to or refuse to answer any investigation indicate an enforcement

question, and such person or attorney shall action is not necessary or warrantecl in Bureau, with the Attorney General' s
nol otherwise interrupt the oral examinalion. the public interest, permission, to compel a witness to

One commenter indicatecl that the
Thus, to the extent the scope objection testify under 18 U.S,C. 6004 if the

Bureau's authority to refer
was ground eel in a witness's witness invokes his or her privilege

investigations to other law enforcement
constitutional or other legalright, it. against. self-incrimination. The

agencies shoulcl be lirni teel to
lrvrluld he a proper objection. commenter argued that this section

circunlstances when it is expressly shou lcl delegate the authority to seek
The I'inal Rule clarifies that counsel authorized to do so by the Docld-Frank permission to compel testimony to a

may confer with a witness while a Act, an enunleratecl consumer financial specific individual to provide
question is pending or instruct a witness law, or other I" edera! law, because of accountability encl ensure that
not to answer a question only if an potential risks to the confidentiality of information is not disclo seel to the
objer:tion based on privilege or work the investigatory files. Attorney General in a manner that
product may properly be macle. The The Bureau's ability to refer matters to violates the Right to I'inancial Privacy
Final Rule also clescribes counsel's appropriate law enforcement agencies is Act. The commenter noted that the
limited ability to make aclditional inherent in the Bureau's authority and FTC's analogous rule specifically lists
objections based on other constitutional is a corollary to the Bureau's statutorily the senior agency officials who are
or legal rights. The Final Rule provides recognized ability to conduct joint authorized to make such requests to the
that. if an attorney has refusecl to comply investigations. The documentary Attorney General, and identifies a
with his or her obligations in the rules materials and tangible things obtainecl liaison officer through whom such
of this part, or has allegedly engagecl in by the Bureau pursuant to a CID are requests must be macle. The commenter
clisorderly, dilatory, obstructionist, or subject to the requirements and also suggested that g 1080.12(bj of the
contumacious concluct, or proceclures relating to disclosure of Interim Final Rule, which provicles that
contemptuous language during an recorcls encl. information in part 1070 of the Assistant Director's exercise of this
investigational hearing, the Bureau may this title. These proceclures for sharing authority is subject to review by "the
take further action, inclucling action to information with law enforcement Bureau," specify who will concluct this
suspend or clisbar the attorney from. agencies provicle significant ancl review.
further participation in the investigation sufficient protections for these The Final Rule provicles that only the
or further practice before the Bureau materi.ala, Director of the Bureau has the authority
pursuant to 12 CFR 1081..107(c). The The Bureau has amenclecl rj 1080.11 to to request approval from the Attorney
I" inal Rule also includes other clarify that the Assistant. Director and General for the issuance of an order
nonsubsta11 live changes, lnclucling any Deputy Assistant Director of the requiring a witness to testify or provide
clarifying that the 30-clay period that the Office of Enforcement are auth orizecl to other information and granting
witness has to sign. encl submit. his or close investigations. immunity under 18 II,S.C. 6004. This
her transcript shoulcl be computecl using The Bureau. aclopts g 1080,11 of the change addresses the concern that
eel enclar cl<lys. Interim Final Rule with the changes reciuests for witness immunity woulcl be

discussed above. made without oversight.. Limitingthis
Section .'1 080. 10 Noncomplinnce N'ith authority to the Director provicles
Civil lnvestigotive Diamonds Section 1080.12 Or riess Requiting

sufficient accxurntaL~ility.
This section of the Interim Final Rule

I'Vitnesses To Testif), or' Pl'ovicie Otirer
Sec;tion 1 080. 18 Custodiansauthorizes the Director, the Assistant Information anci Granting inlnl unity

Director of the Office of Enforcement, This section of the Interim Final Rule This section of the Interim Final Rule
encl the General Coullsel to initiate an authorizes the Assistant Director of the describes the proceclures for clesignating
action to enforce a CID in connection Office of Enforcement to request a custodian and cleputy custodian for
with the failure or refusal of a person to approval from the Attorney General for material prod ucecl pursuant to a CID in
comply with, or to obey, a CID. In the issuance of an orcler requiring a an investigation. It also states that these
acldition, they are authorized to seek witness to testify or provide other materials are for the official use of the
civil contenlpt or other appropriate information and granting immunity Bureau, but, upon notice to the
relief in cases where a court order under 18 U.S,C. 6004. The Interim Final custodian, must be made available for
enforcing a CID has been violatecl. Rule also sets forth the Bureau's right to examination during regular office hours

The Bureau receivecl no comment on review the exercise of these functions by the person who produced thenl.
$ 1080,10 of the Interim Final Rule and and states that the Bureau will entertain A commenter suggestecl that the
is adopting it as the Final Rule without an appeal from an orcler requiring a Bureau shoulcl detail the particular
substantive change. witness to testify or provide other duties of custoclians designatecl under

information only upon a showing that a this section and that, without an
Section 1080. 1 1 Disposition substantial question is involved, the enumeratecl list of cluties, the custoclian

This section of the Interim I inal Rule cletermination of which is essential to would not have any responsibilities
explains that an enforcement. action may serve the interests of justice. Finally, regarcling CID materials. The commenter
be i nsti tu teel in Fecleral or State court or this section of the Interim Final Rule noted that the I'TC Act requires the
through administrative proceeclings clescribes the applicable rules and time custodian Lo take specific actions, while
when warrantecl by the fac:ts cl i sclosecl 1 i mi ts for s u r.;h appeals. the Dodcl-Fl"ink Act cloes not. The
by an investigation. It further provides A commenter cluesti oned whether this c:ommenter suggested specifying a series
tllat the Bureau may refer investigations section of the Interim Final Rule. vvoulcl nf custodial clu ties, i nclu cling (1 j taking
to appropriate Feel eral, State, nr foreign pel'alit anv Bul eau enlp joyce. 1 0 I'Pcjuest. and maintaining custody of all materials
government agencies lls lppropriate. that the Attorney General approve the submitted pursuant to CIDs ol
This section <lf the, Interim Final Rule, issuance nf an orcler granting immunity subpoenas that the Bureau issues,
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including transcripts of oral testimony potential reputation risk to an entity if The Final Rule imposes certain
taken by the Bureau; (2) niaintaining an investigation is disclosecl to the obligations on covered persons who
confidentiality of those materials as public, In addition, the commenter receive CIDs in Bureau investigations.
required by applicable law; (3) argued that failing to conduct Specifically, as describecl above, the
providing the materials to either House investigations confidentially will Final Rule sets forth the process 1' or
of Congress upon request, after ten clays increase litigation risk. One commenter complying with or objecting to CIDs for
notice to the party that owns or recommencled that the Bureau issue a documentary material, tangible things,
submitted the materials; (4) proclucing public absolution of a company if the written reports or answers to questions,
any materials as required by a court of Bureau does not maintain the and oral testimony. Most obligations in.
competent juriscliction; and (5) confidentiality of an investigation, the Final Rule stem from express
complying at all times with the Trade Section 1080.14 of the Interim Final language in the Dodd-Frank Act encl do
Secrets Act. Rule provides that investigations not impose additional burdens on

Section 1052 of the Dodd-Frank Act generally will not be disclosecl to the covered persons.
sets forth the duties of the! Bureau's public, but permits Bureau investigators To the evtent that the Final Rule
custodian. Sections 1052(c)(3) through to disclose the existence of an inclucles provisions not expressly
(c)(8) of the Docld-I'rank Act give the lrlvestlgation whell 1'lecessar'y to requireci by statute, these provisions
custoclian responsibility for receiviiig advance the investigation. The Interim beilefit covered persons by providing
documentary material, tangible things, Final Rule does not contemplate clarity and certainty, In acldition, the
written reports, answers to questions, publicizing an investigation, but rather Fi»al Rule vesta the Bureau with
encl transcripts of oral testimony given cl isclosing the evistence of the cliscretion to modify CIDs or extencl the
by ally person 111 corllpliarlce with al!y investigation to, for example, a potential time for compliance for good cause,
CID. Section 1052(d) of the Doc}el-Frar'Ik witness or third party with potentially This flexibility benefits covered persons
Act, as well as the Bureau's Riiles for relevant information when doing so is by enabling the Bureau to assess the cost
Disclosure of Recorcis encl Information 1'lecessary to aclvance the investigation. of compliance with a civil investigative
in part 1070 of this title, outline the This limited evception sufficieiltly demand in a particular circumstance
requirements for the confidential balances the concerns expressed by the a»d take appropriate steps to mitigate
treatment of clemand material. Section commenter with the Bureau's need to any unreasonable compliance burden.
1052(g) aclclresses custoclial control and obtain information efficiently. Moreover, because the Final Rule is
provicles that a persorl rrlay file„ 111 the Thus, the Bureau adopts g 1080.14 of largely based on section 20 of. the FTC
clistrict. court of the United States for the the Interim Final Rule as the I'inal Rule Act ancl its corresponding regulations, it
judicial district within which the office without change. should present an existing, stable nloclel
of the custodian is situated, a petition VII. Section 1022(b)(2) Provisions of i»vestigatory proceclures to coverecl
for an orcler of such court requiring the persons, This likely familiarity to
performanceby the custodian of any In cleveloping the Final Rule, the covered persons should hrrther reduce
duty imposecl upon him by section 1052 Bureau has considerecl the potential the compliance costs for covered
of the Dodcl.-Frank Act or by Bureau benefits, costs, ancl impacts. and has persons.
rule. These el»ties al'id obligations do consultecl or offereci to consult with the The Final Rule provides that requests
not require adclitional clarification by prudential regulators, HUD, the SEC, the for extensions of time to file petitions to
rule. Department of Justice, encl Lhe FTC, modify or set aside CIDs are disfavored,

The Final Rule clarifies that the inclucling with regllivl to consistency 'I'his m.ay impose a burele.n on coverecl
custodian 1'ills 'the povvers ariel clii'ties of' with any pruclential, market, or systemic entities in some cases, but. it may also
hnth section 'i 052 of the Docld-Frank Act objectives admi»istered by such lead to a more expeditious resolution of
ancl 12 CFR 1070,3. agencies. ' matters, reducing uncertainty,

The Bureau adopts rr 1080.13 of Lhe The Final Rule neither i111poses arly Furthermore. the Final Rule has no
Interim Final Rule with the changes obligations on consumers nor is unique impact on insured depository
d iscussecl above. expected to have any appreciable institutions or insured credit unions

impact on their access to consunler with less than $10 billion in assets asSection 1 080. 1 4 Cor)ficiei) tia/ f'inancial proclucts or services. Rather,
Treatment of Dernar)cl Aloteri a/ anct clescribed in section 1028(a) of the

the Final Rule provicles a clear, efficiel'lt Dodd-Frank Act. Nor does the FinalNor) -Prrbti c rVcr trrre of Ir) vestigrr ti ons mechanism for investigating c()mpliailce Rule have a unique impact on rural
Section 1080.14 of the Interim Final with the Fecleral consumer financial cons u mars.

Rule explains that clocumentary laws, which be»efits consumers by A commenter suggested that the
materials, written reports, answers to creating a systematic process to protect Bureau conduct a nonpublic study of
questions, tangible things, or transcripts them from unlawful behavior. the impact of complying with a CID on
of oral testimony receivecl by the Bureau the entities who have been subjected to
in any form or format pursuant to a CID ' So<'.lion l asz(br(2)L.!) of iha L)oad-Frank Acr them by other agencies, with specific
are subject to the requirements and addresses rlu! cansiclerauo)> of ihs poaraual henel'ill

saa costs of I'I'.SUla»OI1 to aoalaa)sfs ia)cl cove! Md focus on those that were found not to
procedures relating to clisclosure of persons, ra<.'furling tho potenual reauction of access have viol atecl the law, As the
recorcls ancl information in part '1070 of I)l' aollsUITlsrs ia coasL1)a(',r aacl»Lasl pro<lacLS or commenter implicitly recognizes, such
this title, This section of the Interir» sQrY)(:(l8: u)P. 11))pavt ell clopos»Ore' lnsrlratlolls aa a

arsdit uaioas wira S ia billion or less iU tutor assail data does not currently exist and thus
Final Rule also states that investigations »s di!s«ribes ia suarion lasri ot' rfi!, Llodd.F))>nk hat; was trot reasonably available to the
generally are non-pi1blic. A Bureau sac1 the impact nn <:Qasunrsrs ia rurnl are!ss. SLc;»on Bureau in finalizing the Interim Final
investigator may ciisclose the evistence lazl(b)(2](Bi ac!dresses cnnsultsuoa l>stwaoa tier Rule. Moreover, as explained above,
of ail i i lvBstiga't'I.ol'1 'to the Bxterlt Baraaa and other Fadoral sg<!»Bras cturrag thr'.

rllrel)alki as pfocess. I ht! »4~BUlsr Pllla vxrlJBr 10 most of the costs associatecl with
necessary to adva»ce the investigation. vvlach these provisions apply a) [>ru<:e<lur;a > UIHs complying with a CID result from the

A corn»renter recommend eel tllat the am! hen<,firs, c:o~t! Br>a impacts tlat a are Lompelli.a Dodd-Frank Act, which authorizes the
Bureau rc!vise this section to mandate 1)L' stiltnaol'y arlil(lg('.s I'i»her rlian discretionnry

liar!.;iu action i! unclear. N!.'vorrhelvss, to 1nforni Bureau to issue such demands.
that Bureau investigations rem;! in raii rulem iking morn fully, thr., rl<>r!.uu pnrrnrmi".8 A commenter asserted that
conficlential. The commenter noted the rhv. <I<!s<:viI)!'.8 ill)ilIYsos lill<I c:0l15LIIta1ions. disfavoring extensions of petitions to
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modify or set asicle CIDs will require the information requiring approval uncler 44 perform the functions of the Director in
recipient to conduct a full review of the IJ.S.C. 3501. et sec/. accorclance with the Iaw.
clemanclecl material within the normal Documentary material means the

List of Subjects in 12' ,CFR Part 108020-clay periocl in order to comply with original or any copy of any book,
the deaclline for filing a petition. LJncler Aclministrative practice and document, record, report,
Ihe Final Rule, recipients of a CID are proceclure, Banking, Banks. Consumer memoranclum, paper, communication,
not requi.reel to comply fully within protection, Credit, Credit unions, tabulation, chart, log, electronic file, or
twenty clays; rather, they are reciuired Investigations, Law enforcenrent, other data or data compilation stored in
simply to decicle whether they will National banks, Savings associations, any medium, including electronically
comply with the clernand at all. The Tracl.e practices. stored information,
Assistant Direc;tor of the Office of For the reasons set forth in the Dodd-Frnnlc Aat means the Dodd-
Enforcement and the Deputy Assistant preamble, the Bureau of Consumer Frank Wall Street Reform and Consumer
Directors of. the Office of Enforcement Financial Protection revises part 1080 to Financial Protection Act of 2010, as
have the discretion to negotiate ancl Chapter X in Title 12 of the Code of amended, Public Law 111 — 203 (July 21,
approve the terms of satisfactory Fecleral Regulations to reacl as follows: 2010), Title X, codified at 12 I J.S.C.
compliance with CIDs and, for good 548'I et seq.
cause shown, may extencl the time PART 1080 — RULES RELATING TO Electroni cally stored information (ESI)
prescribecl for compliance. Thus, the INVESTIGATIONS means any information stored in any
Final Rule provicles reasonabl'8 steps to electronic medium from whichSer:.
mitigate compliance burden while '1080.1 Scope. information can be obtained either
simultaneously protecting the Bureau's 1.080.2 Definir ious, clirectly or, if necessary, after translation
Iaw erlfol'cel'lieut. lrlter'es'ts. 1080,3 Policy as to private controversies. by the responding party into a

Another commenter statecl that the 1080.4 Ini t i 'l1 iug anci concluct tug reasonably usable form,
four interim final rules that the Bureau I 8 vasl igs lions. Office of Enforcement means the

1080.5 Nor I ficarion of' purpose.
promu!gatecl together on July 28, 2011 office of the Bureau responsible for

1080.8 Civil Investigative ciernauds.
failed to satisfy the rulemaking enforcement of Federal consumer

1.080.7 Iavsstigaiionai hearings.
requirements uncler section 1022 of the Illlanclal Iaw'1080.8 Witlrholdtrrg requesreci material.
Dncld-Frank Act. Specifically, the '1.080.8 I<ights of witnesses in Investigations. Person means an lnclividual,

comnlenter statecl. that "the CFPB's 1080.10 Norrcornpiiance with civil partnership, company, corporation,
analysis of. the costs ancl benefits of its investigarive cleruancis. association (incorporated or

rules does not recognize the significant 1080.11 Disposition. unincorporated), trust, estate,
1080.12 Orders requiring witnesses In

costs the CFPB imposes on. Covered cooperative organization, or other
testify or provirie other Inforlnatiou and

persons," The Bun'.au believes that it art tity.granting Immurii r.
appropriately considered the benefits, 1080.'1.3 Custeciiarls.

Violation. means any act or omission

costs, and impacts of the Interim Final 1080.14 Confidential Irestruent of. deruauci that, if proved, would constitute 8

Rule pursuant to section 1022. Notably, ruaterial and non-public nature of violation of any provision of Fecleral

the commenter clicl not iclentify any Invesligations. consumer financial law,

specific costs to coverecl persons that Authority, Pub. I.. 111-203, 'I'Itic X, 12 g1080.3 Policy as to private controversies.
are not discussed in Part. C of the U.S.C. 5481 et soci.
SUPPLEMENTARY INFORMATION tn the I

The Bureau shall act only in the

Interim Final Rule. 51080.1 Scope. public interest and will not initiate an
The rules of this part apply to Bureau investigation or take other enforcement

VIII. Proceclural Requirements 11'1vestigatiorls concluctecl prll'suant to action when the alleged violation is
section 1052 of the Dodd-Frank Act, 12 merely a matter of private controversy

As rlotecl in publishing the Interim
I.J.S.C. 5582. and. does not tend to affect adversely theI'inal Rule, under the Administrative public interest.

Procedure Act., 5 LJ,S.C, 553(b), notice g 1080.2 Definitions.
encl comment is nnt required fnr rules For the purposes of this part, unless )1080,4 Initiating and conducting
of agenc.y organization, proceclure, or explicitly stated to the contrary: investigations.
practice. As cliscussecl in the preamble Burearr means the Bureau of The Assistant Director of the Office of
to the Interim Final Rule, the Bureau Consumer Financial Protection. Enforcement ancl the Deputy Assistant
confirms its fincling that this is a Bureau investigation means any Directors of the Office of Enforcement
procedural rule for which notice aud inquiry conductecl by a Bureau have the nonclelegable authority to
comment is not requirecl. In adclition, investigator for the purpose of lnltlate lnvestlgatloIrs. Bul'eau
because the Final Rule relates solely to ascertaining whether any person is or investigations are conclucted by Bureau
agency procedure and practice, it is not has been engagecl in any concluct that is investigators designatecl and duly
subject to the 30-clay delayed effective a viola'troll. authorizecl uncler section 1052 of the
date for substantive rules under sec:Lion Bureau investigator means any Dodd-Frank Act, '12 LLS.C. 5562, to
55:3(d) of the Aclministrative Procedure attorney or investigator employed by the concluct such investigations. Bureau
Act. 5 U.S.C. 551 et seg. Because no Bureau who is chargecl with the duty of investigators are authorized to exercise
notice of proposed rulemaking is enforcing or carrying into effect any and perform their duties in accordance
requirecl, tire requirements of the Federal consumer financial law, with the laws of the IJnited States and
Regulatory Flexibility Act, 5 U.S.C. Custaclian means the custoclian or any the regulations of the Bureau.
601(2) do not apply. I'inally, the Bureau deputy custoclian clesignated by the
has cletermiue<1 that this Final Rule cloes Bureau for Ihe purpose of maintaining II 1080.5 Notification of purpose.
not i mposeany new recorclkeeping, custody of information producecl Any person compelled to furnish
reporting, or clisclosure requirements ou pursuant to this part. clocumentary material, tangible things,
coverecl entities or members of the Director means the Director of the written reports or answers to questions,
public thai would be collections of Bureau or a person authorized to oral testimony, or any combination of
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such material. answers, or testimony to elates whicll will provicle «reasonable agents. or designate other persons whn

the, Bureau shall be advised of the period of time within which the things consent to testify on its behalf. Unless
nature of the conduct constituting the sn demanded may be assembled and a single inclividu«l is designated by the
allegeci violation that is under submitted, ancl iclentify the custodian tn entity, the entity must designate the
investigation and the provisions of law whom such things shall be submittecl. matters on which each designee will

ap piI cab l 8 to s U oh v I 0 1 « t'I on. (ii) Submissions of tangible things in testify, The individuals clesignated must
response to a civil investigative clemand testify about information known or

$1080.6 Civil investigative demands. shall be made uncler a sworn certificate, reasonably available to the entity and
(a) Ill gellel'ai. In accI'ordance with in such form as the clemand clesignates, their testimony shall be binding on the

section '1052(c) of the Act, the Director by the person to whom the clemand is entity,
of the Bureau, the Assistant Director of directed or, if not a natural person, by (b) Manner and form of production of
the Office of Enforcement, ancl the any person having knowledge of the ESI. >Vhen a civil investigative clemand
Deputy Assistant Directors of the Office facts and circumstances relating to such requires the production of ESI, it shall
of Enforcement, have the nonclelegable production, to the effect that all of the be produced in accordanre with the
authority tn issue a civil investigative tangible things requirecl by the demand instructions provicled by the Bureau
denlancl in any Bureau investigation and in the possession, custody, or regarding the manner and forln of
directing the person nanled thel'eln to control of the person to whom the procluction. Absent any instructions as
produce clocumentary material for demand is directed have been submitted to the form for producing ESI, ESI must
inspection ancl copying or reproduction to the rustoclian. be producecl in the form in which it is
in the form or medium requested by the (3) IVri tten reports or anslveI s to ordinarily maintained or in a reasonably
Bureau; to submit tangible things; to ciuestions. (i) Civil investigative usable form.
provide a written report or answers to ciemand.s fnr written reports or answers (c) Meet arI d confel. The recipient of
questions; to appear before a clesignatecl to questions shall propouncl with a civil investigative clemancl shall meet
representative at 8 designated time and clefiniteness ancl certainty the reports to and confer with a Bureau investigator
place to testify aboLlt cloculllentary be procluced or the questions to be within 10 calendar clays after receipt of
ITlaterial, t«ngible 'things, or nthBI' answerecl, pl'Bscl'ibe a date nr dates lit the demancl or. before the cleaclline for
infol'm«tinn;~ancl to furnis21 any which time written reports or answers filing a petition to modify or set asicle
combination of. such material, things, to questions shall be submittecl, and the demand, whichever is earlier., to
«nSWBI'S, OI' teStlITIOI'IV. iclentih the custnclilln to whom such cllscuss ancl attenlp't to 1'Bsolve all issues

(1) Docurrlelltary lllateriai. (i) Civil reports or answers shall be submitted. regarding compliance with the civil
investigative clemancls for the Iii) Each reporting requirement or investigative clemancl. The Assistant
prnduc~tion nf documentary nlatel'lal question in a civil investigative clemancl Director of the Office of Enforcement
shall clescribe each class of material to shall be answerecl sepal'ately and fully ancl the Deputy Assistant Directors of
be proclucecl with such definiteness and in writing under oath. Responses to a the Of'fice of Enforcement may authorize
certainty as to permitsuch material to civil investigative clenland for a written the waiver of this requirement for
be fairly iclentifiecl, prescribe a return. report or answers to questions shall be routine third-party civil investigative
date or dates that will provide a macle under a sworn certificate, in such. demands or in other circumstances
reasonable period of time within which. form as the demand designates, by the where he or she determines that a
the material so demanclecl may be person to whom the clemand is clirected meeting is unnecessary. The meeting
assembled ancl macle available for or, if not a natural person, by any person may be in person or by telephone.
inspection ancl copying or reproclucti.on, responsible for answering each. (1) PersanneI. The recipient must
ancl iclentify the custodian to whom reporting requirement or question. to make available at the meeting personnel
such material shall be made available. the effect that all of the inforlnation with the knowledge necessary to resolve
DocuITlentary material for which 8 civil required by the clemancl and in the any issues relevant to compliance with
investigative demancl has been issued possession, custody, control, or the clemand. Such personnel could
shall be made available as prescribed in knowleclge of the person to whom the include indivicluals knowledgeable
the rivil investigative demand. clemand is directed has been submitted about the recipient's information or

(ii) Procluction of cloc.umentary to the custoclian. recorcls management. systems ancl/or the
material in response to a civil (4) Orai testimony, (i) Civil recipient's organizational structure,
investigative clemand shall be nlacle investigative clemands for the giving of (2] ESI. If the civil investigative
uncler a sworn certificllte, in such fornl oral testimony shall prescribe a elate, clemand seeks ESI, the recipient shall
as the clem«nci designates, by the person time, encl place at which oral testimony ensure that a person familiar with its
to whom the demand is clirectecl or, if shall be comnlenced, ancl identify a ESI systems and methocls of retrieval
not a natural person, by any person Bureau investigator who shall Uonclllct participates in the meeting.
h«ving knowledge of the facts and the investigation ancl the custocli«n to (8) Petitions. The Bureau will not
circumstances relating to such whom the transcript of such cnnsicler petitions to set asicle or modify
prncluction, to the effect that all of the investigation shall be submitted. Oral a civil investigative demand unless the
documentary IT!ateri«2 req«irecl by the testinlonV in response to;1 civil recipient has meaningfully engaged in
clenlancl and in the possess ioll, custocly, investig Itive clemancl shall be taken in the meet ancl confer process described
or control of the person to whom the accorclance with the procedures for in this subsection anci will consicler
clemand is <iirectec) has been producecl investigational hearings prescribecl by only issues raised cluring the meet ancl
and macle available to the custodian. gg 1080.7 and 1080.9 of this part. confer process.

(2) Tangible things. (i) Civil (11) Where «1,'Ivll lnves'tlga'tive (d) Comp/lance. The Assistant
investigative clemands for tangible clemand requires oral testimony f lorn an Director of the Office of Enforcement
things shall clescribe each c:1«ss nf entity, ihe c:ivil investigative clemancl and the Deputy Assistant Directors of
tangible things to be producecl with shall el«scribe with reasonable the Office of Enforcement are authorized
such clefiniteness encl certainty as to particularity the matters for examination to negotiate and approve the terms of
permit such things to be fairly ancl the entity must designate one or satisfactory compliance with civil
iclentifiecl, prescribe a return date or more officers, directors, or managing investigative clemands and, for goncl
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r:;lrrse shown, mav Bxtellcl the tlnle (g) Public di sr:losure. All such procluction nf material shall assert a
prescribed for compliance. petitions and the Director's orclers in claim of privilege not later than the date

(e) Petition for order morlifying ol I'Bsponse to those petitions are part of set for the production of material. Such
settin«asicle dernanrl — in general. Any the public records of the Bureau unless person shall, if so clirectecl in the civil
petition for an orcler moclifying or the Bureau cletermines otherwise for investigative dern<and or other request
setting asicle a civil investigative good cause shown. Any showing of for procluction, submit, together with
demancl shall be filed with the good cause must be macle no later than such claim, a schedule of the items
Evecutive Secretary of the Bureau with the time the petition is filecl, withheld which states, as to each such
a copy to the Assistant. Director of the item, the type, specific subject. matter,
Office of Enforcement within 20 $1080.7 Investigational hearings. and date of the item, the n<smes,
calenrlar days after servic:e of the civil (a) Investigational hearings, as addresses, positions, and organizations
investigative demand, or, if the return clistinguished fronl hearings in of all authors and recipients of the item;
date is less than 20 calendar days after adjudicative proceedings, may be and the specific grounds for claiming
service, prior to the return date. Such conducted pursuant to a civil that the item is privileged, The person
petition shall set forth all factual and investigative demand for the giving of who submits the schedule ancl the
legal objections to the civil investigative oral testimony in the course of any attorney stating the grounds for a claim
demand, including all appropriate Bureau investigation, inclucling that any item is privileged must sign it.
arguments, affidavits, ancl other inquiries initiated for the purpose of (b) A person withholding material
supporting documentation. The attorney cletermining whether or not a solely for. reasons described in this
who objects to a demancl must sign any respondent is complying with an order subsection shall comply with the
objections, ofthe Bureau, requirements of this subsection in lieu

(1) Statemerr t. Each petition shall be (b) Investigational hearings shall be of filing a petition for an order
accompaniecl by a signed statement conducted by any Bureau investigator modifying or setting aside a civil
representing that counsel for the for the purpose of hearing the testimony investigative demand pursuant to
petitioner has conferrecl with counsel of witnesses and receiving documentary section 1080,6(e),
for the Bureau pursuant, to section material, tangible things, or other (c) Disclosure of privileged or
1080,6(c) ln a go(sd-faith effort to resr>lve inform;ltion relatil'Ig to <lny s'Llbject protectecl information or
by agreement the issues raisecl by the under investigation. Such hearings shall communications producerl pursuant to a
petition and has been «nable to reach be uncler oath or affirmation ancl civil investigative demancl shall be
such an agreernen.t, If some of the stenographically reported, and a hancllecl as follows.
matters in controversy have been transcript thereof shall be made a part (1) The disclosure of privileged or
resolvecl by agl'eenlent, 1'1'le s'tatPnlel'lt of the recorcl of the investigation, The protectecl information or
shall specify the matters so resolvecl and Bureau investigator conclucting the communications shall not operate as a
the matters remaining unresolved. The investigational hearing also may clirect waiver with respect. to the Bureau. if:
statement shall recite the elate, time, ancl that the testimony be recorcied. by audio, (i) The clisclosure was inadvertent;
place of each such meeting between auciiovisual, or other means, in which (ii) The holder of the privilege or
counsel, and the names of all parties case the recording shall be made a part protection took reasonable steps to
participating in each such meeting. of the recorcl of the investigation as pr event disclosure; and

(2) Extensions of time. The Assistant. well. (iii) The holcler promptly took
Director of the Office of Enforcement (c) In investigational hearings, the reasonable steps to rectify the error.
and the Deputy Assistant Directors of Bureau investigators shall exclude from' including notifying a .Bureau
the Off'ice of Enforcement. are authorized the hearing room all persons except the investigator of the claim of privilege or
to rule upon requests for extensions of person being examined, his or her protection and the basis for it.
time within which to file such petitions. counsel, the officer before whom the (2) After being notified, the Bureau
Requests for extensions of time are testimony is to be taken, any investigator must promptly return,
clisfavored. investigator or representative of an sequester, or destroy the specifiecl

(3) Bureauinvestigator response. agency with which the Bureau is information ancl any copies; must not
Bureau investigators may, without engaged in a joint investigation, encl any use or disclose the information until the
serving the petitioner, provicle the individual transrribing or recording claim is resolved; must take reasonable
Director with a statement setting forth such testimony. At the discretion of the steps to retrieve the information if he or
any factual and legal response to a Bureau investigator, and with the she disclosecl it before being notified;
petition for an orcler moclifying or consent of the person being examined, ancl, if appropriate, may sequester such
setting aside the clemand. persons other than those listecl in this material until such time as a hearing

(4) Disposition. The Director has the paragraph may be present in the hearing officer or court rules on the merits of the
authority to rule upon a petition for an room. The Bureau investigator shall claim of privilege or protection, The
orcler moclifying or setting asicle a civil r:ertify or clirect the inclividual proclucing party must preserve the
investigative clemand. The nrcler may be transcribing the testimony to r,:ertify on information until the claim is resolved.
sHI'VHcl on the pPtltlonel' via Pnlal l , the transcript that the witness was clul> (3) The disclosure of privilegecl or
facsimile, or any other methocl sworn ancl that the transcript is a true protected information or
reasonably calculatecl to prr>viclp., notice recorcl of the testimony given by the C.'olTu1'1ru'lications shall waive 'tlr(,
of the nrrler to the petitioner. witness, A copy of the transcript shall privilege or protection with respert to

(f) Stay of compliance peliocl. '1'he lie forwarcled promptly by the Bureau the Bureau as to undisclosecl
timely filing> of a petition for an orcler investigator to the custodian designatecl infornlation or communications only if:
nloclifying or setting asicle a civil in section 1080.13. (i) The waiver is intentional;
investigative clemancl shall stay the tinle (ii) The disclosed ancl undisclosed
permittecl for complianc.e with the $1080.8 Withholding requested material. information or communications concern
portion c:hallenged. If the petition is (a) Any person withholding material the same subject matter; and
denied in whole or in part, the ruling responsive to a c:ivil investigative (iii) They ought in fairness to be
will specify a new return date. demand or any other request for considered together.
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S(1080.9 Rights of witnesses in and the testimony shall be taken, except al'1<l thB GenPI'al C0Ln),sel of the Bureau
investigations, for testimony requiring the witness to are authorized to:

(a) Any person compelled to submit divulge information protected by the (1) Institute, on behalf of the Bureau,
<l<>(,umPntary material, tangible things, claim of privilege or work product. an en fr>rcement proceeding in thP.,
01' writ'ten repol'ts ol' anslvel's 'to (3) Counsel for a witness may not, for district court of the United States for
questions to the Bureau, or to testify in any purpose nr to any extent not any juclicial district in which a person
an investigational herl<'Ing, shall be allowecl by paragraphs (b)(1) and (2) of resicles, is found, or transacts business,
entitled to retain 8 copy or, on payment this section, int.errupt the examination in connection with the failure or refusal
of lawfully prescribed costs, reqtlest a of the witness by making any objections of such person to comply with, or to
copy of the materials, things, reports, or or statements on the record. Petitions obey, a civil investigative demand in
written answers submitted, or 8 chrlllenging the Bureau's authority to whole or in part if the return date or any
transcript. of his or her testimony. The conduct the investigation or the extension thereof has passed; ancl
Bureau, however, may for. good cause sufficiency or legality of the civil (2) Seek civil contempt or other
deny such a request and limit the investigative clernand shall, be addressed appropriate relief in cases where a court
witness to inspection of the official to the Bureau in advance of the hearing order enforcing a civil investigative
transcript of the testimony. Upon in accordance with g 1080.G(e). Copies demand has been violatecl.
completion of transcription of the of such petitions may be filed as part of
testimony of the witness, the witness $1080.11 Disposition.the record of the investigation with the
shall be offered an opportunity to read Bureau investigator conducting the (a) When the facts disclosed by an
th.e transcript. of his oI her testimony, investigational hearing, but no investigation indicate that an
Any changes by the witness shall be arguments in support thereof will be Bnforcement action is warranted, further
entered and identified upon the allowecl at. the hearing. proceedings may be instituted in
transcript by the Bureau investigator (4) l'ollowing completion of the Federal or State court or pursuant to the
with a statomont of the reasons given by examination of a witness, counsel for Bureau's administrative adjudicatory
the Ivitness for making such changes. the witness may, on the record, request process. Where appropriate, the Bureau
The transcript shall then be signed by that the Bureau investigator conducting also may refer investigations to
the witness an(1 sub<nittecl to the Bureau the investigational hearing permit the appropriate Fedet'al, State, or foreign
unless the witness cannot be found, is witness to clarii'y any of his or her govBI'I'lnlerltal, ag81'IcIPs.
ill., waives in writing his or h81' I'ight to answers. The grant or denial of such (b) IVhen the facts disclosed hy an
signature, or refuses to sign.. If. the reqt(est shall be within the sole investigation indicate that. an
signed transcript is not sub<nitted to the discretion of the Bureau investigator enforcement action is not necessary or
Bureau within 30 calendar days of the conducting the hearing. would not. be in the public interest, the
WitneSS being affOrdPd rl I'erlSonable investigational file will be clnsecl, The
opportunity to review it, the Bureau (5) The BLn'8'nl investigator matter may be further investigatecl, at
investigator, or the indiviclual conducting the hearing shall take all any time, if circumstances sn warrant.
i:ral'(scI'Ib)ng i'he 'tes'tl(llony acl:>ng Bl the necessary action to I'egl.llatB the (.'Qul'se (c) The Assistant Director of the Office
Bureau investigator's direction, shall of the hearing to avoid delay and to of Enforcement and the Deputy
sign the tl"ll'Iscl'Ipt and st'ate on 'the prevent or restrain disorderly, clilatory, Assistant Directors of the Office of
re<.;ord the fact. of the waiver, illness, obstructionist, or contumacious Enforcetnent are authorizecl to close
ahsence of the witness, or the refusal to cL)nduct., oI conteIIlpi LIOL)s languagB. HLII'BBLI invesLigatlons,
sign, together with any reasons given for Such Bureau investigrator shall, for

the failure to sign. reasons statecl on the record, iS1080.12 Orders requiring witnesses to
(b) Any witness compelled to appear immediately report to the Bureau any testify or provide other information and

in person at an investigational hearing instances where an attorney has granting immunity.

may be accompanied, represented, and allegedly refused to comply with his or The Director has the nondelegable
advised by counsel as follows: her obligations uncler the rules in this authority to request approval from the

(1) Counsel for a witness may advise part, or has allegedly engaged in Attorney General of the United States
the witness, in conficlence and upon the disorderly, dilatory, obstructionist, or for the issuance of an order requiring a
initiative of either counsel or the contumacious conduct, or witness to testify or provide other
witness, with respect to any question contemptuous language in the course of information and granting immunity
asked of the witness where it is claimed the hearing. The Bureau will thereupon uncler 18 U.S.C. 6004.
that a witness is privilegecl to refuse to take such further action, if any, as the
answer the question. Counsel may not circu)nstances warrant, inclucling 51080.13 Custodians.

otherwise consult with the Lvitness actions consistent with those described (8) The Bureau shall designate a
while 8 question directed to the witness in 12 CFR 1081.107(c) to suspend or custoclian and one or more deputy
is )encling. disbar the attorney fronl further practice custodians for material to be delivered

2) Any objections made L(n<ler the before the Bureau or exclude the pursuant to a civil investigative demand
rules in this part shall be n)acle only for att()1'ney fl'onl f(11'th81' participation i n in an investigation. The custodian shall
the p<crpose Of p>'Ote()ting a the parti<,L(lar investigation. have the powers and duties prescribed
constitutional or other legal >ight or by 12 CFR 1070,3 and section 1052 of
privilege, including the privilege against $1080.10 Noncompliance with civil the Act, 12 U.S.C. 5562. Deputy
self-incrimination. Neither the witness investigative demands. custoclians may perform all of the duties
nor counsel shall otherwise object or (a) In cases of failure to comply in assignecl to custodians.
refuse to answer any question. Any whole or in part with Bureau civil (b) Material proc! uced pursuant to a
oi>jection <luring an investigational Investlg(lt(ve clPnlancls, appropriate civil investigative demand, while in the
hearing shall bP stated concisely on the action may be initiated by the Bureau, custody of the custodian, shall be for the
recorcl in a nonargumentative and in<,lnding actions for enforcement. official use oi' the Bureau in accordance
nonsuggestive manner. Following an (b) The Director, the Assistant with the Act; but such material shall
objection, the examination shall proceed Director of the Office of Enforcement, upon reasonable notice to the cusi.odian
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be made available for examination by I. Background encl requires substantive notice that is
the person who produced such material, The Dodd-Frank Wall Street Reform both straightforward encl
or his or her duly authorized and Consumer Financial Protection Act comprehensive. The Final Rule further
representative, during regular office of 2010 (Dodd-Frank Act) was signecl makes clear that the Bureau can.
hours established for the Bureau, into law on July 21, 2010. Title X of the intervene as a party in an action brought

Doclcl-Frank Act established the Bur'eau by a State Official under Title X of the
g 1080.14 Confidential treatment of

to regulate the offering and provision of Dodcl-I rank Act or a regulationdemand material and non-public nature of
investigations. consumer financial products or services prescribed thereunder, provides for the

(a) Documentary materials, written under the Federal consumer financial confidential treatment of non-public

laws. Section 1042 of the Dodd-Frank information containetl in the notice if areports, answers to questions, tangible
Act., 12 U.S,C, 5552, governs the State so requests, and provides thatthings or transcripts of oral testimony
enforcement powers of the States under provision of notice shall not be deemed

the Bureau receives in any form or
the Dodd-Frank Act. Under section a waiver of any applicable privilege. Informat pursuant to a civil investigative
1042(a), 8 State attorney general or. addition, the Final Rule specifies thatdemancl are subject to the requiiements
regulator (State Official) may bring an the notice provisions do not create any

and pibcedures relating to the
action to enforce Title X of the Dodd- proceclural or substantive rights forclisclosure of recorcls encl information parties in litigation against the Unitedset forth in part 1070 of this title. Frank Act. and regulations issued States or against a State that brings an

(b) Bureau investigations generally are thereunder. Prior to initiating any siich action under Title X of the Dodd-Franknon-public. Bureau investigators ma~ action, the State Official is required to
tlisclose the existence of an

Act or a regulation prescribedprovide notice of the action to the thereuncler,
investigation to potential witnesses or Bureau and the piuclential regulator, if
thircl parties to the extent necessary to any, pursuant to section 1042(b) of the III. Legal Authority
advance the investigation. Dodd-Frank Act. Section 1042(b) further Section 1042(c) of the Doclcl-Frank Act

authorizes the Bureau to intervene inDalerl; June 4, 2012. authorizes the Bureau to prescribe
the State Official's action as a party,

Richard Cordray, regulations implementing the
remove the action to a Federal district

Director, Bureau of(;onsumor Financial requirements of. section 1042(b). In
Pi'otechon. court, and appeal any order or addition, the Bureau has general.

judgment.[lta lion. 2(112-14047 Filed (1-28-12; 8:18 anni rulemaking authority pursuant to
Pursuant to section 1042(c) of the section. 1022(b)(1) of the Dodd-Frank

BILLING CODE 4810-AM-P Dodd-1 rank Act, the Bureau I.s required Act to prescribe rules to enable the
to issue regulations Implementing the Bureau to aclminister and carry out the

BUREAU OF CONSUMER FINANCIAL
requirements of section 1042. On July purposes and objectives of the Federal

PROTECTION 28, 2011, the Bureau promulgated the consumer financial laws and to prevent
State Official Notification Rule (Interim evasions thereof.

12 CFR Part 1082 Final Rule) with a reqliest for comment.
The comment periocl for the Interim IV. Overview of Comments Received

[Docket No. CFPB-2011-0005] Final Rule ended on September 26, In response to the Interim Final Rule,

RIN 3170-AA02 2011. After reviewing ancl considering the Bureau received several comments,
the issues raisecl by the colTllTlents, tl'ie Four letters were received from

State Official Notification Rule Bureau now promiilgates the Final I"ule associations representing the financial
industry, two letters were received from

AGENCY: Bureau of Consumer Financial
establishing a procedure for the timing

financial industry regulators encl
Protection.

and content of the notice requirecl to be
proviclecl by State Officials pursuant to supervisors, and one letter was received

ACTION: Final rule. section 1042(b) of the Dodd-I rank Act, from an individual consumer. The

SUiyiMARY: The Dodd-Frank Wall Street 12 U.S.C. 5552(b). Bureau also received a comment letter

Reform and Consumer Financial from a financial industry regulator inII. Summary of the Final Rule
Protection Act of 2010 (Dodd-Frank Act) response to its Federal Register

Like the Interim Final Rule, the Finalreqtiires the Bureau of Consumer notification of November 21, 2011,

I'inancial Protection (Bureau) to Rule implements a proceclure for the regarding the information collection

prescribe rules establishing proceclures timing and content oi' the notice reqiiirements associated with the

lhat govern the process by which State required by section 1042(b), sets forth Interim Final Rule pursuant to the

Officials notify the Bureau of actions the responsibilities of the recipients of Paperwork Recluction Act of 1995

unclertaken pursuant to the authority the notice, and specifies the rights of the (PRA), Public Law 104 — 13. All of the

grantecl to the States to enforce the Bureau to participate in actions brought coillillents are available for review on

Dodd-Frank Act or regulations by State Officials under section 1042(a) 1viviv.fegulnti ons,gov,

prescribecl thereunder. This final State of the Dodd-Frank Act. In clrafting the The financial industry associations'
Final Rule, the Bureau endeavored toOfficial Notification Rule (Final Rule) comments fell into several general

sets forth the procedures to govern this create a process that. woulcl provide both categories. Several comments expressed
the Bureau and, where applicable, the concerns about the Bureau's ability toprocess.
prudential regulators with timely notice maintain confidentiality for notificationDATES: The Final Rule is effective June of pending actions and account for the materials received by the Bureau. Other

29, 2012. investigation and litigation needs of commenters requested clarity as to the
FOR FURTHER INFORMATION CONTACT: State regiilators and law enforcement type of actions for which the Bureau
Veronica Spicer, Office of Enforcement, agencies. In keepillg with this approach, requires notification. One commenter
Consumer Financial Protection Bureau, the Final Rule provides for a default requested that the Bureau require
1700 C Street NW., Washington, DC nol.ice period of at least ten calenclar uniform interpretation by States of all
20552, nt (202) 435-7545. dai s, with exceplions for emergencies Fecleral law within the Bureau's
SUPPLEMENTARY INFORMATION: and other extenuating circumstances. jurisdiction.
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April 22, 2013

Randal Shaheen, Esq.
Venable LLP
575 Seventh Street NW
Washington, DC 20004

Dear Mr. Shaheen,

This letter confirms that I called you today in accordance with the Consumer Financial
.Protection Bureau's discretionary Notice and Opportunity to .Respond and Advise
(NORA) process. During our telephone conversation, I notified you that the CFPB's
Office of Fnforcement is considering recommending that the Bureau take legal action
against your clients Morgan Drexen, Inc., and Walter Ledda, and I offered your clients
the opportunity to make NORA subnussions. As we discussed, the staff expects to
allege that your clients violated Sections 1031 and 1036 of the Consumer Financial
Protection Act, 12 U.S.C. $ 5536 and the Telemarketing Sales Rule, 16 CFR $ 310.
In connection with the contemplated action, the staff may seek injunctive and
monetary relief against your clients.

A NORA submission is a written statement setting foich any reasons of law or policy
why your clients believe the Bureau should not take legal action against theni. Any
facts presented or factual assertions relied upon by your clients in the written
statements must be made under oath by someone with personal knowledge of such
facts, The written statements shall be submitted on 8,5 by 11 inch paper, double
spaced, in at least 12-point type, and no longer than 40 pages, and must be received no
later than May 6, 2013. To ensure timely delivery, any submission should be e-mailed
to wendy.weinberglc fpb,gov, or hand-delivered to me at: Consumer Financial
Protection Bureau, 1750 Pennsylvania Ave. NW, 10'" Floor, Washington, DC 20006.
Please inform me by no later than April 29, 2013 whether your client will be making a
submission.

Please be advised that the Bureau may use inforination contained in any submission as
an adniission, or in any other manner permitted by law, in connection with CFPB
enforcement proceedings or otherwise. For your information, I have enclosed a copy
of the NORA bulletin. Please also be advised that submissions may be discoverable
by third parties in accordance with applicable law.

As described more fully in the bulletin, this letter does not create or confer upon any
person any substantive or procedui'al rights or defenses that are enforceable in any
manner.

consumerfinance,gov
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If you have any questions, please contact me at (202) 435-7688.

Sincerely,

Wendy Weinberg
Consumer Financial Protection Bureau
Enforcement Attorney

Fnclosure: Early Warning Notice Bulletin

consumerfinance.gov
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CFPB Bulletin 2011-04 (E<nforcement)

Date: November 7, 2011 (updated January 12, 2012)

Subject: Notice and Opportunity to Respond and Advise (NORA)

This is the first in a series of periodic bulletins that the Consumer Financial Protection Bureau (CFPB)
intends to issue in order to provide information about the policies and priorities of the Bureau's Office of
Enforcement. These bulletins are intended to inform the public in a transparent manner about some of the
types of legal violations that the Office intends to investigate for potential enforcement action, and the
procedures and methods that it will use to do so.

Before the Office of Enforcement reconnnends that the Bureau commence enforcement proceedings, the

Office of Enforcement may give the subject of suchrecommendation notice of the nature of the subject's
potential violations and may offer the subject the opportunity to submit a written statement in response
(view a sain le NORA letter). The decision whether to give such notice is discretionary, and a notice
may not be appropriate in some situations, such as in cases of ongoing fraud or when the Office of
Enforcement needs to act quickly, The objective of. the notice is to ensure that potential subjects of
enforcement actions have the opportunity to present their positions to the Bureau before an enforcement
action is recommended or commenced.

The primary focus of the written statement in response should be legal and policy matters relevant to the
potential enforcement proceedings. Any factual assertions relied upon or presented in the written
statement must be made under oath by someone with personal knowledge of such facts. Submissions
may be discoverable by third parties in accordance with applicable law.

Unless otherwise specified in the Office of Enforcement's notice, the written statement shall be submitted
on 8.5 by 11 inch paper, double spaced, in at least 12-point type, and no longer than 40 pages; and must
be received by the Bureau no more than 14 calendar days after the notice. The written statement should
be sent to the Bureau staff conducting the investigation, and shall clearly reference the specific
investigation to which it relates. If the Office of Enforcement ultimately recommends the commencement
of an enforcement proceeding, the written statement will be included with that recommendation.

Persons involved in an investigation who wish to submit a written statement on their own initiative at any
point during an investigation should follow the relevant procedures described above.

The CFPB c>ca>ed. the Early IVarning Notice process solelyfor the adn>inistrative use of'its employees, It is not
intended to nor should it be construed to: (/) rest>'ict or li>nit in anv ivay the CFPB's discretion in exercising its
authorities; (2) constitute an interpretation of law; or (3) create o> confer upon anv person, including one who is the
subject of a CFPB investigation o> enforce>nent action, any substantive or procedu> al rights or defenses that are
enfo>ceable in any manne>.
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VENABLE„, 575 SEVENTH STREET NW WASHINGTON, DC 20004
T 202.344.4000 F 202.344.0300 www.Venable.corn

Randy Shaheen

T 202.344.4488
F 202.344.8300
rmshaheen®venable.corn

May 8, 2013

CONFIDENTIAL

Lucy Morris, Esq.
Consumer Financial Protection Bureau
1750 Pennsylvania Avenue, NW
Washington, DC 20006

Re: NO R A Response Letter

Dear Lucy:

We are writing in response to Ms. Weinberg's April 22, 2013 letter. We are not, at this time,
addressing in detail the preliminary conclusions reached by staff concerning Morgan Drexen's
conduct.

Rather, because the Company believes staff's concerns can and should be resolved by a fair
and reasonable settlement our letter is directed primarily toward this outcome. While there is
consensus among the attorneys supported by Morgan Drexen that the FTC (and the CFPB) do
not have jurisdiction over their law practice (ABA v. FTC, 671 F. Supp. 2d 64 (D,D.C, 2009)
(subsequently vacated on grounds of mootness), their goal (and the goal of the Company, itself)
has always been to comply with the provisions of the amended TSR and other relevant laws,
While the Company does not share staff's views regarding its compliance, it is more than willing
to work cooperatively with staff to reasonably amend its practices and advertising to address
staff's concerns.

While we do not wish to respond to staff's concerns in detail here, any discussion of
settlement would be incomplete without at least noting some of the significant legal difficulties
facing the Bureau should it opt to pursue the allegations outlined by staff.

Allegations Relating to Fees

Staff's primary allegation is that fees are collected in violation of the amended TSR. The
amended TSR prohibits the collection of any fees for debt settlement services prior to the actual
settlement of a debt, so-called "upfront fees." The regulations do not prohibit any other type of
fee nor is there any way to construe its language otherwise. The difficulty with staff's theory is
that upfront fees are not collected in connection with debt settlement. Rather, the attorneys
charge two types of fees for services other than debt settlement.

First, some of the attorneys Morgan Drexen supports provide bankruptcy services with debt
settlement as an ancillary service. That is, the attorneys have been retained by their clients for
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bankruptcy services; however, in connection with that service and prior to the filing of the
petition, efforts are made to resolve unsecured debt in order to obviate the need for bankruptcy or
forestall the event. Other attorneys believe that preparation of a bankruptcy petition in parallel
with efforts at debt settlement provides their clients with greater leverage in settlement
negotiations. For the same reason, some consumers opt to retain counsel for both debt settlement
and bankruptcy but engage separate counsel for each.

Whenever a law firm client retains counsel for bankruptcy representation under any of the
above scenarios, fees are collected for services performed pursuant to the bankruptcy
engagement. Nothing in the amended TSR prohibits the imposition or collection of fees for the
performance of other legal services.1

Second, law firm clients also pay a small monthly retainer fee. This fee permits them to meet
with their attorney at a substantially reduced rate for any purpose outside of the scope of their
debt settlement and/or bankruptcy representation (for example, if they are sued by a creditor,
need assistance with the preparation of a will, or the review/revision of a legal document.) In
2012. Morgan Drexen calendared for attorneys it supports over 20,951 such meetings. As with
the fees associated with the provision of bankruptcy services nothing in the amended TSR
prohibits the collection of a retainer fee which gives the client the right to additional legal
representation at a substantially reduced rate.

Allegation That Services are not Provided by an Attorney

Staff has also alleged that the claim that a debt settlement client is represented by an attorney
is deceptive. Staff's preliminary conclusion in this regard contravenes the plain facts and the
findings of numerous states and state bars,

The facts demonstrate that the "debt settlement" clients are, in fact, clients of the attorneys
and that a legitimate attorney-client relationship exists. The attorneys dictate how their
prospective clients can be solicited. The attorneys named in the advertisements review and
approve each advertisement run on behalf of their law firms. It is the attorneys who determine
what information they require from prospective clients who are interested in their firms'
services. The attorneys themselves make the determination that they will or will not represent a
prospective client. The attorneys, utilizing their independent legal knowledge and training,
determine the appropriate legal tactic to utilize in assisting their client resolve their unsecured
debts. Once the attorneys have decided to provide legal representation to a client, the attorneys
communicate via a letter on their firm letterhead with their client's creditors to notify the
creditors that they are representing the debtor and to request that all communication be directed

' Nor has staff alleged that such services are not actually performed. Individualized and accurate bankruptcy
petitions, with supporting schedules, are prepared for each and every client who decides to retain his attorney for
bankruptcy services.
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to the attorneys. The attorneys set up, in their state of residence, an IOLTA, or other similar
lawyer trust account, for their clients' funds to be deposited. The attorneys are tasked by their
regulator — the judiciary or state bar — with making sure that each penny is accounted for, and,
should there be a deficit, the attorneys are ultimately responsible to their clients. The attorneys
communicate with their clients on a monthly basis in order to provide their clients with updates
on the progress of their clients' accounts and any and all transactions made from their clients'
trust accounts. The attorneys review all offers of settlements made by their clients' creditors and
determine whether to accept, reject, or make a counteroffer to the creditor's offer. The attorneys
periodically review their clients' files in order to determine whether debt settlement will continue
to work for their clients or if they will need to explore other legal tactics. The attorneys are
responsible for supervising the services performed by their in-house and outsourced staff and
remain accountable to their clients for any errors committed by their staff.

Indeed, this point is made quite clear by the fact that Morgan Drexen has different procedures
for the attorneys it supports. For example, some attorneys offer their clients the EDAF program
(which provides funds in advance to help settle a debt) and some do not. There are also
differences among the attorneys Morgan Drexen supports with respect to client engagement
terms and the application of the preferred creditor program. If, as staff posits, the debt settlement
services are actually being provided by Morgan Drexen then why would there be any need to
accommodate the differing preferences or practices of the attorneys that Morgan Drexen
supports?

While one state agency's recent finding is incongruent, that finding stands alone among a
vast array of courts, hearing officers and state bars who have found that Morgan Drexen's
services are just that — outsourced administrative support services provided to attorneys pursuant
to Rule 5.3 of the Rules of Professional Responsibility.

a. Colorado: In late 2011, Donald Drew Moore ("DDM"), Lawrence W. Williamson
("LWW"), and Morgan Drexen, Inc. ("MD") brought a lawsuit against the Attorney
General ("AG") and the Administrator of the Uniform Debt-Management Services
Act (" Administrator" ). DDM, LWW, and MD sought declaratory relief from the

District Court of Colorado for an order stating that the AG and the Administrator's
attempt to regulate in-state and/or out-of-state attorneys, legally practicing law within
the State of Colorado, and the attorneys' support staff was an unconstitutional

encroachment of the judiciary's exclusive power to regulate the practice of law under
the separation of powers doctrine. The District Court Judge found for DDM, LWW,
and MD, holding that the AG's and the Administrator's attempt to regulate the
attorneys, in-state and out-of-state, and MD v iolated the separation of powers
doctrine and was unconstitutional, More significantly to this matter, the Court found
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that (1) Morgan Drexen's services constituted "legal services;" (2) the services were
provided in an attorney-client relationship; and (3) the evidence demonstrated that
Morgan Drexen was providing services under the supervision of the attorneys in
rendition of the attorneys' professional services.

b. Connecticut: Beginning in 2009, the Connecticut State Bar and the Connecticut
Department of Banking reviewed the use of MD by Connecticut attorney, Kimberly
A. Pisinski ("KAP"), in support of KAP's bankruptcy and debt settlement legal

practice. The Disciplinary Counsel of the State Bar found that KAP's use of MD was
permissible under the Connecticut Rules of Professional Conduct. Additionally, the
Dept. of Banking acknowledged that KAP's use of MD in her bankruptcy/debt
settlement practice area did not trigger separate licensure under the state's Debt
Adjustors & Negotiators Act for either KAP or MD.

began looking into the back office support provided by MD to out-of-state and in-
state attorneys for the attorneys' debt settlement legal practice, After an extensive
investigation which included multiple meetings with attorneys using the support of
Morgan Drexen, the Dept. of Banking found that MD, as back office service provider
for attorneys lawfully practicing in New Hampshire, is exempted from the licensing
regulations found in state's Debt Adjusting Act.

d. N~ew Jerse: In 2 012, the New Jersey State Bar reviewed Milton Bouhoutsos'

utilization of Morgan Drexen's support services in his debt settlement legal
practice. The State Bar concluded that Milton's utilization of MD was a legitimate
outsourcing of paraprofessional services. And, based upon its review, the State Bar
concluded that Mr. Bouhoutsos, and not Morgan Drexen, was the attorney providing
services.

e. Nevada: In 2012, Michael S. Terry ("MST"), prior to making the decision to utilize
MD's back office support in connection with his bankruptcy practice, contacted the

NV Dept. of Business and Industry, Division of Financial Institutions (" Division" ),
for clarification on the Division's interpretation of NV's Debt Management Services
Act ("Act"). MST received confirmation from the Division that, constitutionally, the

Division cannot regulate attorneys and the attorneys' legal practice. As such, the
Division verified that the Act does not apply to the attorneys and/or the attorneys' in-
house/outsourced support staff.
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f. Utah: In October of 2010, an administrative law judge at the Utah Department of
Commerce — Division of Consumer Protection, after a full evidentiary hearing, found
that the law firms were providing services to Utah Consumer in compliance with the
Utah Rules of Professional Conduct. After conducting an investigation, the Chief

Investigator of the Utah Division of Consumer Protection acknowledged Morgan
Drexen's support role and confirmed that, in that capacity, Morgan Drexen was
exempted from licensure under Utah's Debt Management Services Act.

g. ~Vir inia: On or about August 16, 20I I, the Virginia State Corporation Commission-
Bureau of Financial Institutions ("BFI") began reviewing the services provided by the
attorneys supported by MD and MD's support of the attorneys. The BFI found that

MD was, in fact, supporting the Virginia attorneys. The BFI raised a concern, based
on the Virginia Rules of Professional Conduct, with MD's access to the attorney's
IOLTA trust account. H owever, upon discussion of a modified protocol in
connection with the trust account, the BFI permitted MD to continue in its support

role without the necessity of complying the state's registration requirements of
Virginia's Debt Management Plan statutes,

h. Florida: In 2011, the Florida Bar opened an Unlicensed Practice of Law investigation

in regard to Morgan Drexen's services. After an extensive investigation that lasted
more than a year, the UPL Counsel of the State Bar concluded that there was attorney
supervision.

~Mississi i : In 2009, the Mississippi Bar opened an investigation into attorney Tami
Munsch and her use of Morgan Drexen. After an extensive investigation, in 2010, the
Bar concluded: "The use of the base and paralegal services under her supervision

amount to outsourced paraprofessional services which does not appear to violate

Rules 5.3 and 5.4(a), MRPC." Accordingly, the Bar complaint be dismissed.

j. California: The state bar of California reviewed the practice of Howard/Nassiri, P.C.

and its use of Morgan Drexen and determined that matter be closed with no action.
(November 23, 2011)

k. Ar izona: In 2008, the Arizona State Bar opened up an investigation into Morgan

Drexen's practices and whether they constituted the unauthorized practice of law.
The State Bar concluded it investigation; "We believe it your intention to remain in
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full compliance with the Arizona Supreme Court Rules 31. Accordingly we are
closing the file related to this matter. (March 2, 2009)

l. Oh io: In January 2010, the Unauthorized Practice of Law Committee of the Ohio

State Bar Association opened up an investigation of Morgan Drexen and the attorney
using its services. The Committee "carefully considered the claim ... following such
consideration, it was the determination of the Committee that the matter should be

dismissed and the filed closed. (June 1, 2010)

Settlement of Staff's Concerns Based Upon the Use of Enhanced Disclosures

Preserves Consumer Choice and Avoids Any Violation of the First Amendment

Notwithstanding the clear legal and practical obstacles staffs allegations would face in
Court, the Company believes staff's concerns should be resolved through settlement rather than
litigation. With regard to fees the Company has expressed a willingness to discuss heightened or
additional disclosures. For example, disclosures concerning the availability and fees for
ancillary services such as bankruptcy or the monthly retainer fee could be heightened.
Similarly, to address staff's concern that many of the bankruptcy petitions that are prepared are
never filed, the Company is prepared to discuss a disclaimer that discloses the percentage of
clients who actually file for bankruptcy.

Staff, however, has taken the position that its concerns cannot be alleviated by disclosures
and that instead Morgan Drexen should be prohibited from supporting attorneys who provide any
services in parallel with debt settlement.

Staff's position is both bad policy and bad law. It is bad policy because there are legitimate
reasons why consumers might freely choose to retain counsel for both debt settlement and
bankruptcy. First, if a client believes they will be able to settle one or more debts then dual
engagement provides them with a significant savings with respect to the fee charged for
successful debt settlement. Last year over 26,418 debts were settled by clients with dual
engagements, resulting in savings of over $30,726,650 in debt settlement fees.

Second, the attorneys supported by Morgan Drexen believe that a parallel bankruptcy
representation provides their clients with significant leverage in debt settlement negotiations.
Discussions with creditors on behalf of dual engagement law firm clients routinely include
mention of preparation of bankruptcy pleadings. Creditors, therefore, are loathe to push too hard

' In making this offer, the Company is not in any way conceding that its current disclosures are inadequate or that it
has an obligation to inform potential law firm clients what percentage of clients actually file for bankruptcy.
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on debtors who have already invested in the preparation of bankruptcy papers because they
recognize that such individuals have little to lose (or fear) from rejection of an unreasonable debt
settlement offer.

Not only is this a common sense proposition, it is also supported by data. Morgan Drexen
will be able to show the Bureau that the filing of collection lawsuits by creditors has dropped
significantly since the attorneys it supports began offering dual engagements.

Staff's position is also bad law in that — consistent with the First Amendment — courts have
consistently favored the use of disclaimers over prohibition. There can be no doubt that it is
possible to communicate to potential debt settlement clients the nature of the service or services
available and the fees for such services (and any applicable discounts.) Such disclosures are
routinely made for a wide range of services. In addition, as noted above, to address staffs
concern the Company is willing to disclose the percentage of law firm clients who actually file
for bankruptcy. Once adequately informed, potential clients are then able to freely choose
whether to retain an attorney supported by Morgan Drexen for one or both services.

Staff's view boils down to the proposition that consumers should not be able to freely make
that choice. Congress, of course, has the right to so declare and agencies, upon an appropriate
showing and within the limits of their authority, can adopt rules or regulations to restrict
consumer choice. However, what agencies cannot do is interpret laws designed to prevent
consumer deception to also prevent the exercise of free choice, however rational or irrational it
may be, by adequately informed consumers.

On a number of occasions courts have struck down efforts by FDA to do just that. Indeed,
the FTC, whom the CFPB has frequently cited as its lodestar for its enforcement authority, has
also counseled FDA to insure that consumers are adequately informed while preserving the
exercise of consumer choice. For example, in Pearson v. Shalala, 164 F.3d 650 (D.C. Cir.
1999), the Court held that the FDA violated the First Amendment when it refused to allow
dietary supplement manufacturers to make claims that fell short of the "significant scientific
agreement" standard even with the use of appropriate disclaimers. FDA had argued that the
government was "not obligated to consider requiring disclaimers in lieu of an outright ban on all
claims that lack significant scientific agreement." Id, at 655.

Applying Central Hudson 's commercial speech standard, the court concluded that there
was not a "reasonable fit" between the government's goals of protecting public health and
preventing consumer fraud and the "means chosen to advance those goals" which was the
rejection of a proposed health claim without consideration of a corrective disclaimer, Id, at
656-58. In language, of which we believe the CFPB should take note, the Court held that
under the commercial speech doctrine there "was a preference for disclosure over outright
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suppression" and for the "less restrictive and more precise means" of regulating commercial
speech. Id. at 656-58.'

Further, in a related, similar case, Whrtaker v. Thompson, 248 F.Supp,2d 1 (D.D.C.
2002) the Court held that any complete ban of a claim would be approved only under narrow
circumstances, i.e., where the government provided empirical evidence proving that the public
would still be deceived even if the claim was qualified by a disclaimer Id. at 11.

In the wake of these decisions the FDA sought comments with regard to how to
balance the First Amendment and its mission to protect public health. The FTC approved the
submission of comments by its staff that emphasized the importance the FTC places on
"remedies that favor disclosures and qualification over outright bans." The Bureau is no
more immune from the First Amendment than FDA and Staff has not made the requisite
showing here that the alleged consumer deception and violations of the amended TSR that it
believes the Company is engaged in cannot be "cured" by disclaimers,

Sincerely,

Randal M, Shaheen

cc: Wendy Weinberg, Shirley Chiu

' There should be no question that staff s proposed ban on the Company supporting attorneys who provide parallel
debt settlement and bankruptcy services implicates the First Amendment. The First Amendment has long been held
to extend to conduct prohibitions and, in any event, staff s proposed ban would also clearly prohibit the advertising
and promotion of such services.
4 Before the Food and Drug Administration: In the Matter of Request for Comment on First Amendment Issues,

Docket No. 02N-0209: Comments of the Staff of the Bureau of Economics, the Bureau of Consumer Protection and
the Office of Policy Planning of the Federal Trade Commission.
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June 12, 2013

Randall M. Shaheen, Esq.
Andrew Bigait, Esq.
Venable LLP
575 7" Street, NW
Washington, DC 20004

Re: Mor an Drexen

Dear Randy,

I am writing to follow up on our meeting on May 29, 2013 ("May 29 Meeting" ). At the close of. the
meeting, I highlighted certain infirmities in Morgan Drexen, Inc.'s (" Morgan Drexen") response to the Civil
Investigative Demand issued by this office on March 13, 2012 ("CID"). In the interest of furthering our
discussion, please respond to the specific issues set forth below.

Production of Data

At the May 29 Meeting, we stated that, in order for us to engage in productive discussions with Morgan
Drexen, Morgan Drexen would have to produce data called for in the CID.

To date, Morgan Drexen has produced data responsive to the following subparts of Document Request No.
21: (a), (b), (c), (d), (e), (f), (g), (j), (k), (m), (n), (p), (q), (r), (t), (u), (v), and (w).

It is unclear whether the data Morgan Drexen has produced in response to these subparts relates to
consumers who entered into a debt resolution representation agreement, those who entered into a bankruptcy
fee agreement, or those who enter into both types of agreements. To be clear, the Bureau expects Morgan
Drexen to produce data relating to any consumer who entered into either or boih of these agreements.
Please confirm that Morgan Drexen has provided such information with respect to the subparts to which it
has produced data. If Morgan Drexen has not, please supplement your production to Document Request No.

21(a), (b), (c), (d), (e), (f), (g), (j), (k), (m), (n), (p), (q), (r), (t), (u), (v), and (w) with this information by
June 30. 2013. Also, for each consumer, please identify in your data set whether the consumer entered into
a debt resolution representation agreement, a bankruptcy fee agreement, or both.

During the May 29 Meeting, you stated that Morgan Drexen possesses data responsive to Document
Request No. 21 that is more recent than the data Morgan Drexen produced in June 2012. You noted, for
example, that Morgan Drexen has tracked the number of bankruptcy filings by its clients in the past year.
You committed to update the data Morgan Drexen previously produced in response to Document Request
No, 21. By June 30, 2013, please: (I) update any data you have provided in response to Document Request
No. 21 as necessary to make it current; and (2) supplement your previous production with all responsive
information relating to any consumer who began working with Morgan Drexen qfier Morgan Drexen
produced data responsive to Request No. 21 to the Bureau.

consumerfinance.gov
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During the May 29 Meeting, we talked specifically about Morgan Drexen updating its response to subpart
(k), which calls for "all fees other than engagement fees that were directly or indirectly charged to the Client
by Morgan Drexen or associated attorneys (e.g. monthly fees, enrollment fee, check fee, settlement fee),
including charges by third parties assessed to the Client's account, and a description of the type of fee, the
identity of the payor and payee, and the date of payment." You did not object to producing this data, We
are aware that consumers pay an engagement fee under the bankruptcy fee agreement, a bankruptcy filing
fee, and an ongoing administrative monthly fee. If every consumer is charged the same set of fees, the

7

and amounts of those fees. lf consumers are charged different fees, please provide us with the specific
information called for in subpart (k).

On a number of occasions, we have asked you to clarify Morgan Drexen's response to subpart (m). Please
confirm that the data. provided represents al/ payments made by consumers, whether pursuant to a debt
resolution representation agreement, a bankruptcy fee agreement, or any other agreement with Morgan
Drexen or an Associated Attorney, regardless of what account the payment was deposited into by Morgan
Drexen or an Associated Attorney. If Morgan Drexen's production does not contain all payments made by
consumers, please update your response by June 30, 2013.

To date, Morgan Drexen has not provided any data responsive to subparts (h), (i), (l), (o), (s), (x) of
Document Request No. 21. In the May 29 Meeting, you suggested that Morgan Drexen is concerned that
some of the data called for in these subparts may be privileged, or that, in the alternative, the production of
ceitain sets of data would contravene the California Rules of Professional Conduct. In your June 15, 2012
letter, however, you indicated that Morgan Drexen does not maintain information on subparts (h), (i), (1),
(o), or (s). In an attempt to find a compromise that will allow the parties to move forward on this issue, at
this time, the. Bureau seeks production only on subpart (h) if Morgan Drexen possesses such information.
As we have noted on a number of occasions now, neither of. Morgan Drexen's concerns about producing
this information has any basis in law. If your client is in possession of this relevant, non-privileged
information, its refusal to produce it will seriously hinder our ability to engage discussions such as the May
29 Meeting. Please provide data responsive to this subpart by .June 30, 2013.

Confirmation of Com Iete Production

At the May 29 Meeting, we also stated that, in order for us to engage in productive discussions with Morgan
Drexen, Morgan Drexen would have to confirm that it has met certain of its production obligations. Please
respond to the following inquiries relating to specific document requests,

Document Request No. 3: Please state whether Morgan Drexen has provided all policies and procedures in
its possession that relate to the provision of debt settlement services, as called for by Document Request No.
3. If Morgan Drexen has not, please produce all outstanding, responsive policies and procedures by June
30, 2013.

In your letter dated July 27, 2012, you promised that Morgan Drexen would supplement its response to the
Bureau's request seeking "all documents relating to Morgan Drexen's policies and procedures relating to the
provision of Debt Settlement Services to consumers or Clients," with documents relating to bankruptcy
services by July 30, 2012. Morgan Drexen has not provided any supplementary documents. Please confirm
that Morgan Drexen does not have any such documents in its possession. Alternatively, please produce all
outstanding documents by June 30, 2013.

Document Request No. 4: Please state whether Morgan Drexen has produced all training manuals and
training materials for its employees, or Associated Attorneys, as called for by Document Request No, 4. If

2
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Morgan Drexen has not, please produce all outstanding, responsive training manuals and training materials
by June 30, 2013.

Document Request No. 12: Please state whether Morgan Drexen has produced exemplars of all contracts
or agreements between Morgan Drexen and all Clients, as called for by Document Request No. 12. If
Morgan Drexen has not, please produce all outstanding, responsive exemplars by June 30, 2013.

reduce-al.
about Morgan Drexen or Associated Attorneys and any responses to the complaints. Please confirm that
Morgan Drexen does not have any additional responsive documents in its possession. Alternatively, please
produce all outstanding, responsive documents by June 30, 2013.

Document Request No. 20: Morgan Drexen has not produced any documents responsive to Document
Request No. 20. Please confirm that Morgan Drexen does not have any such documents in its possession.
Alternatively, please produce all outstanding, responsive documents by June 30, 2013.

I am available to discuss any questions you have. My telephone number is: 202-255-9747. My e-mail
address is: gabriel.o'mal ley@cfpb.gov. I look forward to receiving your response to the issues set forth
above.

Sincerely

Gabriel O' Malley
Shirley Chiu
Enforcement AttorneysFrom Arti
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From: Gabriel.O'Malley@cfpb.gov [mailto: GabrieLO'Malley@cfpb.gov]
Sent: Monday, july 08, 2013 5:29 PM
To: Shaheen, Randal M.
Cc: Shirie .Chiu cf b. ov
Subject: Follow-Up To 7/8/13 Telephone Call

Randy,

I am writing to follow up on our telephone discussion this afternoon regarding Morgan Drexen's document and data production.

Based on our conversation, it is my understanding that Morgan Drexen is now refusing to provide updated data responsive to CID
Request No. 21, including data relating to consumers who entered into bankruptcy contracts with Morgan Drexen-affiliated
attorneys, unless and until the Bureau engages in discussions with Morgan Drexen about injunctive relief necessary to settle this
matter. As I stated, this position is counterproductive and inconsistent with representations Morgan Drexen made in our meeting
on May 29, 2013.

.,stated that Morgan Drexen will complete its document production in response to CID Request Nos. 3, 4, 12, 17, and 20 (per
atter request, dated June 12, 2013) over the next three weeks and that we should receive a production of documents each of

the next three Fridays. Please confirm this is the case. Also, as you committed, please let us know, generally, what documents
Morgan Drexen will be producing and what the volume of the document productions will be. Thank you.

Gabriel O' Mal ley

Enforcement Attorney
Supervision, Enforcement, Fair Lending & Equal Opportunity

(202) 435-9747
gabriel.o'malleylcfpb.gov
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