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THE CFPB’S JOINT ENFORCEMENT ACTION WITH SEVERAL STATES 
AGAINST PAYDAY LOAN DEBT SOLUTIONS AND THE CFPB SEEKS 
COMMENTS REGARDING THE CARD ACT

 
I thought that this would be a slow week for the CFPB because I was under the belief that the CFPB 
would want to spread some holiday cheer by not fining anyone and not proposing any new rules that you 
will need to know for your next examination or investigation.  I was expecting to only report on the fact 
that the CFPB announced on its blog that it is holding a field hearing in Atlanta on mortgage policy on 
January 17, 2013.   Director Cordray will be there, and representatives from consumer groups and 
industry representatives will provide testimony.  I doubt that there will be Q and A opportunities from the 
audience, but I will be in attendance and report back to you on what is said if it is interesting and earth 
shattering or simply helpful.  On to other news…   I hate to play the role of the Grinch, but I have an 
enforcement action (I think this makes number 4 or 5) and rule making news to report (I think this makes 
400 or 500 – just kidding.)   

 

1.  Today the CFPB announced that it, along with the Attorneys Generals of New Mexico, North Carolina, 
North Dakota and Wisconsin and the State of Hawaii Office of Consumer Protection have obtained an 
order from the U.S. District Court for the Southern District of Florida enjoining Payday Loan Debt 
Solutions (PLDS) from accepting fees from consumers for debt settlement services prior to such services 
being performed, in violation of the FTC’s Telemarketing Sales Rule, the “UDAAP” provisions of the 
CFPA and various state laws, including licensure and UDAAP laws.  PLDS is also required, among other 
things, to refund $100,000 to certain consumers who enrolled in PLDS’s debt relief program between 
October 2010 and April 2012, to pay a $5,000 civil money penalty to the Bureau’s Civil Penalty Fund, and 
to submit to supervision by the Bureau for two years.  For those of you that have attended our workshops, 
the filing of this case in the US District Court is consistent with what I have said about the circumstances 
under which the CFPB will go to court versus the circumstances under which it will seek an administrative 
hearing:  When the CFPB wants and injunction and/or it is going after a covered entity that is not subject 
to CFPB examinations, the CFPB will go to court.  I also find it interesting that the State of Florida did not 
participate in this lawsuit given that the order was obtained in a federal court in that state.  My guess is 
that the Republican governor, Richard Scott, had no interest in participating in an action with an agency 
that Republican lawmakers continue to challenge and question.    
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Several notes of interest: 

•  This enforcement action is the CFPB’s first joint enforcement action with state regulators, which 
displays that several states are actively working with the CFPB even if they are not signatories to the 
MOU between the CFPB and certain states.  

•  Sanjeet Parvani, president of PLDS, was named as a defendant because his managerial 
responsibility over PLDS and participation in its affairs made him a   “related person” under Section 
1002(25) of the CFPA and thus a “covered person” subject to Bureau authority.  Parvani was the 
architect of the front-loaded fee structure, but the court noted in the order that he did not believe the 
fees violated the Telemarketing Sales Rule and that he had fully cooperated with the investigation of 
PLDS.  He was not fined, though he is subject to the injunction, is required to cooperate with any 
further investigative or adjudicatory proceedings, and is subject to certain reporting requirements.  
This serves as a reminder to have a thorough checks and balances for compliance with federal laws, 
and a robust UDAAP analysis. 

•  As has been the case in other CFPB enforcement actions, PLDS may not seek indemnification for the 
civil money penalty. 

It appears that this action marks the first time, post-enforcement, that a nonbank covered person will be 
subjected to supervision by the Bureau under Section 1024(a)(1)(C) of the CFPA, which permits the 
Bureau to supervise the covered person by determining by order that the covered person engaged in 
conduct that “poses risks to consumers.”  PLDS does not fit within the defined categories listed in the 
section (e.g., payday lender, mortgage broker), and no “larger participant” rule has been issued for 
providers of debt relief services.  The Order and other documents are available on our website, 
www.cfpaguide.com.   

 

2.  Yesterday, the CFPB issued a notice soliciting comment from consumers, credit card issuers, industry 
analysts, consumer advocates and others on the impact of the Credit Card Accountability Responsibility 
and Disclosure Act of 2009 on consumers and the credit card market.   The CARD Act amended the 
Truth in Lending Act to require certain “fair and transparent” practices with respect to consumer credit 
cards, such as providing 45 days written notice of interest rate increases, charging “reasonable and 
proportional” late fees, and allocating payments first to balances subject to higher interest rates.  This 
should be of interest to those of you on this list that issue credit cards, including retail credit cards. 
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Among the topics for which the Bureau seeks comment are the following: 

•  Changes in credit card terms and conditions since enactment of the CARD Act; 

•  Changes in card issuer pricing, marketing and underwriting practices; 

•  The effectiveness of rate, fee and other disclosures;  

•  The existence of unfair or deceptive acts and practices;  

•  Impact of the Act on the cost and availability of credit, with a focus on subprime credit; and 

•  The Act’s impact on the safety and soundness of credit card issuers and on product innovation. 

 

The Bureau issued the request for information as part of the biennial review of the credit card market 
required by Section 502 of the CARD Act, the responsibility for which was transferred to the Bureau from 
the Federal Reserve.  Comments are due by February 19, 2013, after which time the Bureau is required 
to issue a report to Congress summarizing its findings.  The notice is on our website, 
www.cfpaguide.com. 

 


