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CFPB Brings First Joint Enforcement Action with States Against Payday Loan Debt

Relief Company

The Consumer Financial Protection Bureau, together with
five states, has filed a federal complaint and submitted a
proposed stipulated final judgment and order against a
Florida company and its president for allegedly violating
state and federal debt relief laws. Under the terms of the
proposed final order, the defendants will pay $100,000

in restitution for consumers who allegedly paid fees but
did not receive any debt relief services, along with an
additional $5,000 civil penalty to the CFPB.

The civil suit, filed on December 14, 2012, in the United
States District Court for the Southern District of Florida,

is the first joint enforcement action brought by the CFPB
and several states, which include Hawaii, New Mexico,
North Carolina, North Dakota and Wisconsin. The action
names defendants Payday Loan Debt Solution, Inc., and its
president, Sanjeet Parvani, and alleges that they offered to
negotiate reductions of consumers’ payday loan balances.

The complaint alleges that the defendants collected
$87,243.96 in upfront fees for the provision of debt relief
services before the services had been rendered — which
advance fees are banned by amendments to the federal
Telemarketing Sales Rule (TSR) that took effect on October
27, 2010 — and that the company failed to comply with
licensing requirements and/or fee restrictions imposed by
the various states. In addition, Hawaii imposes an outright
ban on the operation of any for-profit debt settlement
companies within the state.
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If approved by the court, the proposed final order will
require the defendants to post a $100,000 restitution fund
for reimbursements to consumers who enrolled and paid
fees to the defendants after the TSR fee ban went into
effect. The order also provides for a $5,000 civil penalty to
be paid by the defendants to the CFPB.

The order would ban the defendants from offering or
providing debt relief services at all in Hawaii and North
Carolina, and would prohibit them from charging upfront
fees and otherwise failing to comply with applicable
state law in the other states. The defendants must also
comply with regular compliance monitoring and reporting
requirements for a period of two years.

As with recent CFPB enforcement actions against several
large banks relating to their credit card practices, the
defendants apparently agreed to resolve the enforcement
action before it was filed by the CFPB. The proposed
stipulated final judgment and order was submitted to the
court yesterday in an unopposed motion for approval.

For more information about the content of this alert,
please contact Michael Mallow, Michael Thurman or
Michael Jahnke.

This publication may constitute "Attorney Advertising” under the New York
Rules of Professional Conduct and under the law of other jurisdictions.
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Loeb & Loeb LLP’s Consumer Financial Protection
Bureau Task Force

Our Task Force is composed of experienced litigators and trial
attorneys who defend investigations and enforcement actions
alleging violations of consumer protection and unfair competition
laws, including consumer financial laws. Our goal is to provide
clients with efficient, cost-effective representation in complex
consumer-related litigation encompassing a diverse range of legal
areas. We strive to keep our clients “off the radar” by training them
to prepare for and defend claims and investigations before they
arise. For those clients who engage us after litigation has already
been filed, we focus on the economics of litigation and endeavor
to develop defense strategies that maximize business objectives
while capturing and implementing the valuable lessons that can be
derived from every litigation or investigation. For more information,
please click here.
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This client alert is a publication of Loeb & Loeb LLP and is intended
to provide information on recent legal developments. This client alert
does not create or continue an attorney client relationship nor should
it be construed as legal advice or an opinion on specific situations.
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