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Interim Charge Number Two

During the interim of the 78th Legidature, the Lieutenant Governor issued the following charge to the
Senate Business & Commerce Committee:

Study the current Structure of Texas usury lawsinorder to determine how they are affected by federal law
and how state law impacts new economic development and job production in the State. Pay particular
attentionto the relaionship between the Condtitutiond limitson commercia and consumer lending and the
location of new financid services companies within Texas. Make recommendations for improving the
structure while increasing economic development and enhancing consumer protections. A thorough
assessment of the credit counsding and debt management industry should accompany the Committeg's
examination of this subject, including recommendations for improving services.

The Senate Business & Commerce Committee was requested to study usury lawsin Texasand to assess
the credit counseling and debt management industry.  The following report is divided into two distinct
sections due to the unique nature of each issue.

Inorder to explorethe issues present inthis interim charge, Senate Business& Commerce Committee saff
sought the input of stakeholders as well as government agency personnel and policy makers. Additiondly,
the Senate Business & Commerce Committee held a hearing on May 3rd, 2004 to hear both invited and
public testimony on usury laws and the credit counsdling industry.



USURY
History and Concept Overview

Usury isgenerdly defined aslendingmoney at an exorbitant interest rate. Discussions concerning theethics
of usury have along and interesting history. Severa mgor world rdigions, including Chridtianity, Idam, and
Judaism, scripturdly and doctrindly forbid the practice of charging interest for the use of money. For
example, there are at leadt fifteen biblicd injunctions againgt usury.! It seems that for dmost as long as
people have charged interest for borrowing money, others have attempted to prohibit or to regulate it in
some form.

The term usury may aso refer to charging interest in excess of the legd rate of interest. State usury laws
gpecify maximum legdl interest rates at whichloans can bemade. The Texas Condtitution of 1869 repealed
then-exigting Sate usury laws and prohibited the Legidature from limiting the amount of interest collected
as payment for the use of money. However, interest rate abuses prompted a congtitutiona amendment
reintroducing interest rate cgpsin 1876, which were again modified in 1891.2

In 1891, the Texas Legidaure established a legal rate of interest of Six percent per year, but the law
permitted interest of up to ten percent per year if the parties agreed in contract. It was not until the
Congtitutionwas again amended in 1960 that the L egidature was del egated authority to set maximumrates
of interest greater than ten percent per year. The 1960 condtitutiond amendment gave the Legidature
authority to dassfy loans and lenders, license and regulate lenders, define interest, and fix maximum rates
of interest. A 2001 non-substantive statutory revision resulted in the current condtitutiond language, but
did not ater the effect of the 1960 congtitutional amendment.

Policy is an important consderation of usury laws. Vernon's Texas Conditution Annotated provides the
following policy observation: “The ethical nature of the concept of usury rendersit impossible to formulate
permanent and definite criteria of what congtitutes a usurious transaction. As long as freedom of contract
remains the cornerstone of economic organization it is up to the legidature to decide at what point a
voluntary economic transaction congtitutes an abuse of economic freedom and thus an act of usury.”

The necessary baance between dlowing economic transactions to proceed unfettered by government
interference and protecting individua borrowers makes it challenging to define absolute criteria which
condtitute usury. Usury laws are intended to be a protective measure to ensure that borrowers are not

! Exodus 22:25, Leviticus 25:36 and 25:37, Deuteronomy 23:19 and 23:20, Nehemiah 5:7 and
5:10, Psalm 15:5, Proverbs 28:8, Isaiah 24:2, Jeremiah 15:10, Ezekid 18:8, 18:13, 18:17, and 22:12.

2 VVernon's Texas Condtitution Annotated, Volume 3, Interpretive Commentary.

% Ibid.



subject to unjust terms of credit because of unequa bargaining power. In attempting to protect borrowers
through interest rate restrictions, strict usury laws could have the unintended consequence of redtricting
accessto capita for commerciad and consumer purposes, reducing the supply of capitd, and increesing the
cost of credit. Economic development and job retention and production are aso tied to these issues.

Usury in Texas
The Texas Congtitution addresses the issue of usury:*

The Legidature shdl have authority to define interest and fix maximum rates of interest;
provided, however, in the absence of legidation fixing maximum rates of interest al
contracts for a greater rate of interest than ten per centum (10%) per annum shall be
deemed usurious, provided, further, that in contracts where no rate of interest is agreed
upon, the rate shal not exceed sSix per centum (6%) per annum.

Inredity, very few credit transactions are actively constrained by the condtitutiond interest rate limitsof ten
percent and Six percent because state satute provides higher interest limits for most lenders and loans.

Mogt usury laws are codified in Title Four of the Texas Finance Code, dso caled the Texas Credit Title.
Consumer and commercid loantransactions are governed by separate credit law provisonsin the Credit
Title. Subtitle A typicaly applies to commercid loans, as well as consumer loans with interest not
exceeding ten percent annudly. In generd, Subtitle B regulates consumer loans with interest in excess of
ten percent annudly. When conceptudizing Texascredit laws, itisimportant to differentiate between these
two types of loans.

Commercial Loans

A commercid loan is defined as aloan made primarily for business, commercid, investment, agriculturd,
or smilar purposes.® Commercia loans are authorized by Chapter 306 of the Texas Finance Code. They
are subject toacommercia usury ceiling of 18 percent annud interest, which may float withinflationto 24
percent (or 28 percent for loans exceeding $250,000).6

For specific types of large commercid loans, cdled qudified commercia loans, Texas satute dlowsfor
equity participation in addition to the dlowable interest rate.  Equity participation agreements occur
typicdly withamdl business loans and dlow aninterest rate under the legd limit plus a specified percentage

* Texas Condtitution, Art. 16 § 11.
® Texas Finance Code § 306.001(5).

6 Texas Finance Code § 303.009.



of profitsfrom the transaction the loan finances. In these agreements, the lender subjectspart of hisreturn
to the future profits of the venture. Equity participation agreements are seenas avigble way to encourage
business investment and strengthen the economy especialy during times of inflaion.”

Texas datute defines qudified commercid loans asloan transactions vaued at or exceeding $250,000 if
non-real estate secured or three milliondollarsif secured by red estate® The statute was written in 1997
in response to an ambiguity in law as to whether equity participation was consgdered interest and thus
subject to usury determinations.  Equity participation contracts were being successfully employed to
procure areturngreater than otherwise alowed by law prior to 1997; however, the agreementshad to be
caefully constructed in such away to avoid usury taint, and even then dill contained a smal dement of
risk.°

The dtautory definition of interest in Texas is broad, covering dl compensation for the use, forbearance,
or detention of money.*® Thisis true both for commercia and consumer loans. Pendties for Subtitie A
violations gpply to a contract for, charge, or receipt of usurious interest. The basic pendty formulaisthe
greater of (a) three times the amount computed by subtracting the amount of dlowable interest from the
total amount of interest, or (b) the lesser of two thousand dollars or 20 percent of the principd.** If the
interest on a Subtitle A loan is charged and received in excess of twice the alowable amount, additiona
lidbility isassessed. Thisadditionad amountisforfetureof principa dongwithdl interest and other amounts
charged and received.’? Subtitle A pendties for commercia loan violations are civil pendties. Creditors
subject to Subtitle A have the opportunity to correct or cure violations under certain circumstances.®

Note that Texas is one of very few states that regulates interest rates for commercia loans among
sophisticated parties. Most states have no effective commercia usury lawsfor large commercid loans (see
Appendix A). Only five other states cap interest rates for these loans. Of those states that do cap large
commercid transaction interest rates, Florida and Colorado have a cap of 45 percent; Arkansas

" Stephen Hackerman, “The Application of Texas Usury Laws to Equity Participation
Agreements” Texas Law Review (1970).

8 Texas Finance Code § 306.101.

¥ Stephen Hackerman, “The Application of Texas Usury Laws to Equity Participation
Agreements” Texas Law Review (1970).

19 Texas Finance Code § 301.002(a)(4).
" Texas Finance Code § 305.001 and § 305.003.
2 Texas Finance Code § 301.002.

13 Texas Finance Code § 305.103.



commercid usury lawsare amilar to thosein Texas, however Arkansas commercia usury lawshave been
effectively federdly preempted through provisions of the Gramm-Leach-Bliley Act, dso known as the
Financia Service Modernization Act, enacted in November 1999,

Consumer Loans

The Texas Finance Code has ardatively complicated system of determining maximum alowable interest
rates for various consumer loan products in Subtitle B. For consumer loans to exceed the condtitutiona
interest ceiling of ten percent, they must comply withlicenang or registrationrequirements. Lenders must
followregulations for permissible interest rates, specific fees and charges that may be assessed, insurance
rules, consumer protection practices and disclosures, and late charge requirements.

Civil pendlties for violating consumer loan provisons of Subtitle B are prescribed in Chapter 349 of the
Finance Code, along with crimina misdemeanor pendties for certain violations. Contract for, charge, or
receipt of interest in violation of Subtitle B resultsin abasic pendty of twice the amount of interest and
atorney’s fees. Additiona pendties exist for excessve charges other than interest or time price
differentids, for charging twice the alowable interest rate, and for certain non-interest related violations.
Subtitle B violations can be corrected by creditors under limited circumstances.

Asan illugraion of Texas consumer loan regulaions, the following isalist of mgor categoriesof Subtitle

B consumer loansin the Finance Code and their respective interest rate ceilings:

. Chapter 342, Subchapter F authorizes Signature Loans up to $520 with effective interest to 240
percent

. Chapter 342, Subchapter E authorizes Persond Loans with effective interest to 32 percent for
loans up to $1,560; for loans up to $13,000 the maximum rate is a blended rate of 30 percent, 24
percent, and 18 percent

. Chapter 342 authorizes Deferred Presentment (commonly called Payday Loans) which are
microloans to $520 secured by check, withtypica rates ranging from 152 percent to 309 percent

. Chapter 345 authorizes Retail Ingtalment Contracts with effective interest to 22 percent

. Chapter 345 authorizes Retail Charge Agreements that charge the market competitive rate as
computed by the Office of Consumer Credit Commissioner, currently 21 percent

. Chapter 346 dlows for Revalving Credit Accounts (credit cards) with effective interest to 18
percent

. Chapter 348 dictates terms for Motor Vehide Saes Finance and dlows effective interest to 27
percent

. Chapter 371 authorizes Pawn Loans with a maximum interest rate of 240 percent

. Interest rate callings pertaining to Second Lien Home Mortgages are aso included in the Texas
Finance Code.

14 Commercid Usury Comparison Chart prepared by Dan Nicewander (see Appendix A)
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Industry and Regulatory Concerns

Discourages Headquarters and Economic Development - Rdativdy few large banks and other
financid inditutions headquarter in Texas. For example, the largest bank headquartered in Texasis Frost
Bank in San Antonio. Frost bank has consolidated assets of $10,045 million and is the 78th largest
commercid bank in the U.S. Southwest Bank of Texas in Houston is the second largest bank in Texas,
ranking at 103, and Texas State Bank in McAllen ranks third at 115 (see Appendix B).*®
Texasisahog sate for many large financid inditutions. These ingtitutions heedquarter in other statesand
operate branchlocationsin Texas. According to FDIC datafor commercid banksand savingsingitutions,
al but 34 of the state's 741 total ingtitutions are headquartered in Texas. However, when looking at total
depositsin Texas, 45 percent of bank and thrift deposits are withinditutions headquartered inother states
(see Appendix B).*®

Redtrictive usury laws perhaps contributed to the dearth of mgjor finandd inditutions headquartered in
Texas. Because lenders can only export rate ceilings from the headquarter jurisdiction, Texas is not a
practical locationfor mgor financid indtitutions to headquarter. Other factors, such as additiond coststo
comply with usury statutes and harsh pendties for noncompliance, may aso contribute to areluctance to
locate headquarters in Texas. The disinclination of mgor financid inditutions to headquarter in Texas
affects the number and qudity of jobsin the finance indudtry.

Out of Stepwith Modern Banking - Texasis out of step with the national lending environment interms
of commercid lending. Asaforementioned, Texas is one of only afew dates that regulates interest rates
for large commercid loans. Most gates dlow competition and the marketplace to dictate interest rates.
An example of how Texasfails to keegp up with the modern lending environment can be found in start-up
ventures and short term commercia bridge loans. The nature of start-up ventures and short term
commercid bridge loans generaly requirethat higher interest rates be charged. Because of inflexible usury
laws, costs associated with making the loan cannot be adequately recouped, and these types of loans
cannot redigticaly be made in Texas.

Texas Banks at Competitive Disadvantage - The lending community believesthat Texas usury laws,
especidly commercid usurylaws, unfarly pendize banks headquartered in Texas. Commercid usury laws
apply only to Texas banks and other localy based lenders, while out of state lenders are not required to
abide by Texas usury laws. Federd law dlows a bank to branch into a different state and export the
maximum rates of interest fromthe home state. Since commercid usury rates only apply to local lenders,
Texas banks are a a comptitive disadvantage in making commercid loansin anationd marketplace.

PFedera Resarve Board: Insured U.S.-Chartered Commercial Banks That Have Consolidated
Assets of $300 Million or More, Ranked by Consolidated Assets as March 31, 2004. Avallable
http://www.federalreserve.gov/rel eases/Ibr/ (See gppendix B).

18 1bid.



I neffective Laws - Loans may exceed the usury limit that Texas attemptsto imposeif the loanis executed
by abank headquartered in another Sate that exportsitsratesthrough branchlocations. Sincefederd law
providesthat certain banks are not required to comply with Texas usury laws, the desireto limit the interest
rate that alender can chargeis easily circumvented.

Possible Ambiguity in the Qualified Commercial L oan Statute - Some in the lending community fed
that languege dlowing equity participationinlarge commercid loansis not sufficiently clear. Texaslenders
cannot be absolutely certain about congtitutiona usury issues until the Texas Supreme Court addressesthe
issue. Assuch, some lenders are hesitant to include equity participationfor fear of usury violations which
may result in forfeiture of principa and interest.  Some lenders believe that an equity component that
performed well may render the transaction usurious, and therefore choose not to make commercid loans
withequity components under Texas law. Alternatively, lendersneed to procure expensive legd opinions
toaccompany equity participationagreements. Senate Joint Resolution 22 and Senate Bill 417, 78th Texas
Regular Legidative Session, would have addressed perceived ambiguities by completely removing large
commercid loans fromusury regulation. This bill passed through the Senate but failed to move out of the
Financid Inditutions Committee in the House of Representatives.

Committee Hearing Summary

The Senate Business & Commerce Committee held a public hearing at the Texas State Capitol on May
3, 2004 to hear testimony on Interim Charge Two. Commissoner Ledie Pettijohn, Office of Consumer
Credit Commissioner, and Everette Jobe, Genera Counsd for the Department of Banking, provided invited
tesimony. Individuastedtifying in public testimony on thetopic of usury included VVa Perkins, representing
the Texas Business Law Foundation; Karen Nedley, representing the Independent Bankers Association
of Texas, John Headey, representing the Texas Bankers Association; and Bill Stinson, representing the
Texas Association of Redltors.

Ledie Pettijohn, Consumer Credit Commissoner, was the firgt witness cdled to address usury laws in
Texas. Pettijohn began her testimony with adiscussion of the congtitutiond interest rate provisonsand their
hisory. She stated that in the 1800s and early 1900s the usury ceiling of ten percent was appropriate
because of the rdatively primitive agriculturd economy in Texas. As consumer lending become more
common and Texas become less agriculturadly based, it became necessary to dlow loans withgreater than
aten percent annud interest rate. Thiswasthe impetus for the creationof the credit statutes in the 1960s,
which dlowed the Legidature to dassfy lenders and to set interest rates in excess of the condtitutiona
interest rate cap.

Recent changes in state policy have occurred to ease the restrictions on sophisticated commercia
transactions. Commissioner Pettijohn was involved in the formulation of legidationto ease redtrictions on
commercid loans, and specificdly to darify the alowance of credtive loan transactions with soeculative
equity loan components. In 1997, legidation created a particular category of commercia loan caled a
qudified commercid loan. The qudified commercid |oan statute darified that certain types of income from



equity participation agreements are not considered interest nor subject to usury laws.

Some parties, however, continue to seek additiond flexibility incommercia lending. Toavoid theexisting
redrictions on commercid lending, some borrowers turn to out of state banks that are subject to the laws
of the state in which the bank is headquartered. This places ate banks at a competitive disadvantage.
Furthermore, thisis the Situationthat Senate Joint Resolution 22 and Senate Bill 417 sought to fix through
deregulating usury provisons for qudified commercid loans.

Pettijohn stated that for consumer loans, the consistency of the statute governing these loans has eroded
since the statute was created in 1967 as amendments have been made to accommodate various parties.
Additiondly, Pettijohn said that most consumers using credit cards do not receive transactions under the
interest rate structure that Texas statutes permit. For example, the OCCC calculates and prescribes
maximum interest rates that revolving credit accounts may charge. Yet dmogt al credit card companies
arelocated out of state; they charge the ratesthat their headquarter state dlows, dl higher thanTexasrates.
Furthermore, when it comesto ensuring that credit card companiesdo not abuse Texas consumers, Texas
can do very little to protect its citizens. In 1997, a mgor Finance Code dtatutory revison took place.
However another moderni zationmay be needed to returnflexibility and consistency, and to better conform
to the modern lending environmen.

Everett Jobe, Generd Counsd for the Depatment of Banking, provided testimony on behdf of
Commissioner Randdl James, Banking Commissioner and Executive Director of the Finance Commission.
He explained that the condtitutiond provisons on usury alow the Legidature to define interest rate limits
but do not provide the option of exempting usury for particular transactions or classifications of borrowers.
The Legidature cannot decide, for example, to set the interest rate limitsfor commercid transactions at the
rate of infinity; they could, however, choose to set the celing at 100 percent. Jobe argued that a
condtitutiond amendment would be required to empower the Legidature to make exceptions to the
condtitutiona usury language or to otherwise achieve the goal of fully deregulaing commercid interest rates.
Currently interest rates are low; however, when interest ratesrisewithinflation, our usury laws will hinder
Texas competition in the nationa commercid lending market.

Texasisamagor economic market but is dominated by out of state banks withbranchlocations. Written
tesimony submitted to the Committee lays out five primary usury issues for commercid lenders: interest
rate; pendties, complexity; fees;, and effectiveness. Maximum interest rates set too low have the effect of
limiting the avallability of funds. Harsh pendties for noncompliance discourages lenders from
headquartering in Texas and result in Texas lenders paying higher lega costs to comply with usury laws.
Overly complex usury laws result in higher costs for training and compliance, and encourage lendersto
contract under other states laws. The Satute prohibiting fees unless specificaly authorized occasondly
resultsin usury law violaions when disallowed fees are determined to beinterest incourt. Also, Snceout
of state lendersare not required to comply with Texas usury laws, they import the usury rate of their home
state. Thisgtuation cdlsinto question the effectiveness of our commercid usury lavs. Most other Sates
have no effective commercia usury limits and avoid the af orementionedissuesrel ated to commercia usury.



Fndly, Jobe discussed how state law interacts and interrelates with federa law, especidly in light of the
federal Office of the Comptroller of the Currency preemption of state laws. Federa regulators consstently
assert that state law redtrictions on the lending activities of federdly chartered inditutions are subject to
preemption (thisis aso applicable to out of Sate state-chartered inditutions).

Val Perkins testified on behdf of the Business Law Foundation regarding the benefits of easing usury
restrictions for commercid transactions. He advised that the 1997 quaified commercid |oan statute hel ped
darify and modernize commercid lending, but Texas is still lagging behind other states.  Common
transactions in other states are not clear or not lawful in Texas. He pointed to case law that dates if a
lender requires a debtor to guarantee another’s obligation as part of aloan, then the other obligation is
considered and dassified asinterest indetermining usury.” Perkinsstated that thisprecedent isnot sensible
for complex commercid loan transactions. Affiliated companies may guarantee each othersloansin other
states, but not Texas. This issue, Perkins believes, could be addressed through legidation deregulating
commercia usury or via broad based exemptions.

Bill Stinson with the Texas Association of Redtors testified againgt [oosening restrictions on commercia
lending. He stated the Texas Association of Redltors interest in this interim charge is not about interest
rates; rather, it fems fromafear that deregulating commercia lending would alow lendersto require equity
components as conditions of meking loans. He expressed strong reservations about further loosening
commercid lending redtrictions or encouraging lendersto seek percentage ownership inreal estate secured
transactions.

Karen Nedey with Independent Bankers Association of Texas provided tesimony on the effect of Texas
usury laws and proposed legidative solutions. She stated that the Credit Code basically uses a scheme of
identifying feesand chargesthat are authorized for Texaslenders. If afee or chargeisnot listed, it may not
be charged. For example, on aregulated consumer loan, attorney’ sfeesmay only be collected if they are
imposed by acourt. Therefore, if amatter is settled out of court, no attorney’ sfeesmay be added to the
transaction.

Nedey's testimony asserts that restrictions on fees can inhibit the development of creative products. For
example, if a bank wanted to offer a“skip a payment” program to its consumer borrowers with ample
interest loans, they may not charge a fee for the service. Although the bank would incur real cods to
provide the program, in document preparation, review of the request, and other costs, these cannot be
recouped. Consequently, the lender has little incentive to provide the service,

In reference to consumer lending, Nedley suggested that the revant chapters of the Texas Finance Code
be comprehensvely studied and overhauled. The Texas Legidature should continue to protect Texas
consumers by setting interest rates on consumer loans and establishing arational framework of protections

17 Alamo Lumber Co. v. Gold, 661 SW.2d 926, 928 (Tex. 1983).
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for consumer loans. The scheme of interest rates for different types (and szes) of loans might be retained,
the limitations on fees and charges discarded, and a new, complete program for insurance and consumer
protections be gpplied uniformly to dl direct loans.

Nedey told the Committee that usury laws concerning commercid lending in Texas present impediments
to loan arrangements that are permissible in virtudly every other state. The opportunity to offer “equity
kickers’ is limited to qudified commercid loans (red estate secured loans with a vaue of or exceeding
three million dollars and other commercia loans with avaue of or exceeding two hundred fifty thousand
dollars). Smdl red edtate developers, for example, cannot utilize this option. Equity kickers, if alowed
insmdler commercid transactions, could provideflexibility to reduce interest rates and the cashflow costs
to the builder, making some otherwise unbankable ventures viable.

Neeley suggested that the Legidature consder diminaing usury cellings dtogether on commercid
transactions, whichisthe lawvindmost every other state. She further testified that states without commercia
interest rate callings actudly have lower interest rates. Alternatively, she suggested that the requirement
for aqudified commercid loansecured by red estate be lowered and made consstent with other business
loans.

John Head ey with the Texas Bankers Association provided testimony on the effect of Texas usury laws
on jobs and economic development within the sate. Texas lost many jobsin the financid industry during
the 1980s, partly asareault of itsusury laws. Although Texas has a good banking code, friendly business
environment, and large market, usury is a hurdle for banks choosing to headquarter here. Out of State
banks set up branch locations in the state because of the uncertaintiesin Texaslaw. Texas geographic
location and hilingud population should make it a prime gateway to Latin American finance. Instead,
Miami and New Y ork have that distinction. Headey stressed theimportance of changing Texasusury laws
asafirst step to atracting finance-related business back to Texas.

10



Recommendation

Allowing sophisticated commercid parties to contract for any rate of interest to which the parties agree
would permit thefreemarket to function, would provide additiona flexibility in Structuring large commercia
loans, and would enable Texasheadquartered banksto bemore competitive incommercid lending. Senate
Joint Resolution 22 and Senate Bill 417, 78th Texas Regular Legidative Sesson, sought to remove the
commercid loan usury cap for large commercid loans. Thishill and joint resol ution passed the Senate but
faled to pass the House of Representatives. Therefore, the Committee recommends that the 79th
Legidature pass legidation that achieves the gods of Senate Joint Resolution 22 and Senate Bill 417.
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CREDIT COUNSELING INDUSTRY

Background and Overview

Consumer debt has more than doubled in the past decade to record levels®® Recent figures from the
Federd Resarve cdculate the outstanding consumer credit inthe United States, exduding debt secured by
rea estate, to be over two trillion dollars. This figure is based on $743 hillion in revolving credit debt
(primaxily credit card debt), withthe remaining $1,285 hillionin non-revolving consumer credit debt (such
as automohbile, mobile home, or vacation loans).”® Consumer demand for credit counsdling and debt
management services grows as Americans incur increasing amounts of debt.

Many credit counsdling and debt management companies offer legitimate services to consumers. These
sarvices indude financid education, credit counsding, and assstance in developing a plan to get their
clients out of debt. Legitimate organizations hep enable individuasto get out of debt and improve thar
money management skillsto avoid future problems.

In addition to the essential counsding and education components, these organizations can, when
appropriate, assst with a debt management plan (DMP).  Under a DMP, the consumer sends a single
check to the debt management business, which disperses the money among its client's creditors. Many
credit counsdling and debt management companies may aso negotiate with creditors to obtain lower
interest rates and lower monthly payments, to stop collectioncals, and potentidly to forgive past late fees.
Traditiondly, creditorsfunded muchof the work of the credit counsding and debt management companies.
Credit card companies returned a percentage of each monthly payment to the credit counseling and debt
management companies to fund their services, this was consdered a form of a debt collection fee.
Recently, however, asthe industry has changed form, credit counsdling and debt management companies
expect individuas to cover more of the cost of their services.

Typicdly, reputable credit counsding and debt management companies are misson driven, community-
based non-profitswhicharedfiliated withand accredited by the Nationa Foundationfor Credit Counsdling
(NFCC). The NFCC isthe oldest and largest organization of its kind; it was founded in 1951 and has
morethan 1,000 community-based agency offices across the country. NFCC members serve 1.5 million
households annudly. NFCC hasrigorous accreditationguiddinesand certificationrequirementsfor credit
counsglors, and member organizations charge anomind fee for their services®® The other major credit

18« Consumer Delbot More Than Doublesin Decade,” Eileen Powell, The Washington Times
(January 6, 2004).

19$2,027.9 billion projected for June 2004. Federal Reserve Statistical Release G.19,
(rleased August 6, 2004). http://www.federalreserve.gov/releases/g19/Current/.

2ww.NFCC.org.
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counsding industry associationis the Association of Independent Consumer Credit Counseling Agencies.
However, this association is not aslarge asNFCC, and their standards are considered less stringent than
those of NFCC.%

During the last decade, credit counsding/debt management has become a hillion-dallar industry. The
growthof non-NFCC certified businesses engaging in debt management serviceshasbeenrapid. Between
1994 and 2003, 1,215 credit counsdling agencies applied to the Internal Revenue Service (IRS) for tax
exempt status, with over 810 of these applicants during the period of 2000-2003.%2 In order to qudify for
tax-exempt gatus as a 501(c)(3), a corporation must be operated exclusvely for certain ams such as
charitable, religious, or educationd, and no part of the corporations net earnings may inure to the benefit
of any private individua in the corporation.?

According to the U.S. Senate Permanent Subcommittee on Investigations report entitled “Profiteering in
aNon-Profit Industry: Abusve Practicesin Credit Counsding,” many of these companiesabuse their non-
profit status. They use afor-profit business mode and seek to generate substantia revenue for for-profit
affiliates. For example, a non-profit credit counsding center may serve Smply as a telephone call center
to enroll consumersintoadebt management programon behdf of afor-profit afilistewhichthentakes over
operations. This report found that the newer industry entrants are not community-based and do not
perform face-to-face counsding, instead relying upon a nationwide internet and telephone based model
focused upon DM P enrollment without educational and counsaling components. 24

Deceptive practices have become widespread in the credit counsding and debt management industry. In
Spite of the for-profit business mode of many companies, Texas credit counsding and debt management
companiesmust be certified as 501(c)(3) non-profitsby theIRS. Unfortunately, the non-profit status often
conveys alevd of trust to unsuspecting consumerswho mistakenly believe non-profit certification provides
aleve of consumer protection.

Some companiesrequire that customerspay “voluntary fees’ for their serviceswithout adequate disclosure
that the money is going to the company instead of toward paying down consumer debt. Companies take
what aconsumer believes to be a first month payment to the DM P and retain this money as avoluntary fee
payment or acontribution. Since a client’ s first payment goes to the company as a contribution, the dient

21 “Profiteering in a Non-Profit Industry: Abusive Practicesin Credit Counsding,” U.S. Senate
Permanent Subcommittee on Investigations (May 24, 2004).

22 | hid.
2326 U.S.C. § 501(c)(3).

24 “Profitering in a Non-Profit Industry: Abusive Practices in Credit Counsding,” U.S. Senate
Permanent Subcommittee on Investigations (May 24, 2004).
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may unknowingly start amonth behind on the DMP. Due to mideading practices and lack of adequate
disclosure, it is common for consumers to believe they are sending paymentsto creditorswheninfact they
arefdling further behind in payments.

Inaddition, some companies create DM Psfor consumersbut fall to pay bills on time on their behdf, even
though they charge very high paymentsfor their services. Aggressive marketing on radio and television by
credit counsdling and debt management organizations createsnew customerswho seek debt rdlief but often
find themsalvesfurther indebt due to various schemesin certain sesgments of the credit counsdling and debt
management indudtry.

Thar non-profit status dlowscredit counsding and debt management companiesto circumvent regulation.
Thefederal Credit Repair Organizations Act, passed in 1996, was created to protect the public fromunfar
or deceptive advertisingand business practices by credit repair organizations?® However, thisact exempts
non-profits from regulaion and control. Regarding federa action, the IRS is currently auditing and
examining the non-profit status of many credit counsding services, and the Federal Trade Commisson
(FTC) hastakensome limited steps to address problems inthe industry.?® However, thereisscant effective
regulation of thisindustry on the federd levd.

Additiondly, there are outdated laws on the Sate level. The lawsin place do not adequately addressthe
current character of the credit counsding and debt management industry. Relevant Texas Satutes have
not been changed since 1967, well before the current shape of the industry emerged. Other states have
recently modernized their statutes to regulate the industry and to require fair dealings.

States aso are beginning to take a renewed interest in unscrupul ous compani eswithinthe industry through
attorney genera lawsuits for fraud against consumers?  In November 2003, Texas Attorney Generd
Abboitt filed suit against AmeriDebt, a credit counsdling and debt management company, for violating the
Deceptive Trade Practices Act. Nineteen thousand Texans are represented as consumersin this case (see

Appendix C).

The U.S. Senate Permanent Subcommittee on Investigations found that the credit counsding indudtry is
currently governed by a patchwork of professond, state and federa standards, some of which are
mandatory and otherswhicharevoluntary. Thisincludes standardsissued by credit counseling professond
asociations, creditor guiddines, state statutes, federal taxes and fair trade laws. The U.S. Senate

% 15U.S.C. §1679.

% “Profiteering in a Non-Profit Industry: Abusive Practicesin Credit Counsding,” U.S. Senate
Permanent Subcommittee on Investigations (May 24, 2004).

27 According to the Permanent Subcommittee on Investigations report, lllinois, Maryland,
Minnesota, Missouri, and Texas have filed class actions against AmeriDebt.
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Permanent Subcommittee on Investigations report stated that the NFCC professiond standards, if applied
to the whole industry, “would go along way toward addressing the abusive practices identified...”%

Summary of Credit Counsding Industry | ssues

Credit Counsding Industry Growth - Consumer demand for credit counsding and debt management
has grown, and the number of entrantsin the industry hasrisen asa result. As the number of entrants in
the industry has climbed, so have the number of aggressive debt management companies and consumer
complaints.

Deceptive Practices within Growing Industry - Some companies charge voluntary fees for their
services without adequate disclosure and somefail to pay bills on time for consumers enrolled in DMPs.
I naddition, some companiestake what aconsumer believesto be afirs month's payment to the DMP and
keep it asavoluntary fee payment. When the company takes aconsumer'sfirst payment as a contribution,
the consumer starts a month behind on the DM P program because the debt management company never
alocates the consumer's first payment to their creditors.

Abuse of Non-Profit Status and Aggr essive M arketing - Nearly dl debt management companiesare
certified as 501(c)(3) non-profit entities; however many of those advertisng aggressively on radio and
televison function as for-profit entitiesin that profit is generated by the non-prafit for the benefit of afor-
profit effilicte.

High Costs - Some credit counsding and debt management companies charge very high payments to
establish an account. These high costs often place the consumer inapositionthat is worse than when they
initidly enrolled in the program.

Scant Regulation at the Federal L evel - Thereis no comprehengive federal regulation of the credit
counsdling and debt management industry. The federd Credit Repair Organizations Act does not apply
to tax-exempt organizations, dmost dl of the credit counseling and debt management companies maintain
tax-exempt status.

Older Statutesat the State L evel - State laws related to debt management companies are outdated.
The statutes do not address the current character of the debt management industry, an industry that
experienced its most explosive growthcydeinthe 1990s. The relevant credit lawsin Texas have beenin
place since 1967 without change.

28 “Profiteering in a Non-Profit Industry: Abusive Practicesin Credit Counsding,” U.S. Senate
Permanent Subcommittee on Investigations (May 24, 2004).
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Committee Hearing Summary

The Senate Business & Commerce Committee held a public hearing at the Texas State Capitol on May
3, 2004 to hear testimony on Interim Charge Two. Commissioner Ledie Pettijohn, Office of Consumer
Credit Commissioner, presented invited tesimony; individuds tegtifying in public testimony on the topic of
consumer credit counsding were Marianne Gray, representing Consumer Credit Counsdling Service of
Greater Ft. Worthand LucindaRocha, representing Consumer Credit Counsding Service of San Antonio.

Commissioner Pettijohn provided background onthe credit counsding and debt management indudtry. She
framed the importance of thisissue by informing the Committee that household debt is a& an dl time high
and persond savings are a an dl time low; foreclosures, delinquencies, and consumer bankruptcy are
occurring more frequently. The need for credit counseling and debt management spursthe growth of the
industry.

Many new problems have accompanied the proliferation of credit counseling and debt management
companies. Aspeople increasngly seek ass stance withtheir finances, mideading and deceptive practices
and lack of adequate disclosure often sink these consumers into deeper debt. In Texas, al consumer
counseling agencies must be non-profit. Many consumersrely on fact that these organizations are non-
profit and therefore do not use due diligence. Complaints have been increasing as more people have
negative experiences with consumer counseling agencies and debt management services.

Some enforcement and regulaion is done through state attorney generd offices, the IRS, and the FTC, but
it is very limited. For the most part, the industry regulates itsalf through their primary association and
through accreditations standards. Other states have passed new legidation to address problems in the
industry. The current regulatory framework in Texas is a ragged patchwork, and is in dire need of
modernization. Pettijohn asserted that Texas needs to modernize our laws by enhancing the regulatory
structureand improving consumer protections. The State needsthe appropriate regulatory toolsto protect
againgt mideading and deceptive practices, and to enable legitimate consumer credit counsding and debt
management companies to continue serving consumers in debt.

Pettijohn stated that she isworking with the industry, specifically withNFCC accredited consumer credit
counsdling and debt management companies, to gather input and recommendeations.  She will determine
concrete legidative recommendations (such as stlandard disclosures and regulatory tools) for changes to
Texaslaw in order to protect consumers and legitimate credit counsdors.

Following Commissioner Pettijohn, Marianne Gray provided public testimony to the Committee. She is
presdent and CEO of Consumer Credit Counsding Service (CSSS) of Greater Ft. Worth and board
member/immediate past chairman of the NFCC. Gray began her testimony by asking the Committee to
“please regulate my non-profit.”

Gray stated that many of the new entrantsinto the credit counsding industry harm consumers and negetively
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impact reputable consumer credit counselors.  Consumers need debt relief, financiad education, and
counsdling. NFCC certified counsd orsprovide aholistic gpproach. They provide servicesto teach money
management kills that enable individuds to get out of debt on their own and prevent problems from
recurring in the future. They are aso able to refer people to loca organizations to cope with possible
underlying issues like unemployment, medica problems, or drugs. NFCC agenciestypicaly refer onethird
of their customers to other agenciesinthe community, provide one third of their customerswith counsding
for sdf help, and assst the other third with a DMP and creditor intervention.

Sincethe 1990s, Gray says changes have occurred in the credit counsding and debt management indudtry.
Newer entrant organizations do not subscribeto NFCC standards and are not accredited or affiliated with
the NFCC. Executivesfromother industries moved into the non-profit credit counseling industry, and set
up non-profitswithfor-profit affiliates. These companies utilize centralized call centers, heavy advertizing
to lure customers, no red counseling or educational component, high fees and ineffective DMPs. These
organizetions masguerade as non-profits, but tant the true non-profit sector and take advantage of
consumers. Creditors have responded to this change in theindustry by reducing concession, harming both
consumers and true consumer credit counseling agencies.

Gray stated that she was disappointed, saddened, frustrated, and angry at the changeswithinthe indudtry.
Shehopestobringto the attentionof the L egidaure that unscrupul ous companies aredoing unconscionable
harmto consumers. She would like to work with the federal government, state Legidature, and creditors
to protect consumers against bad actors and restore the trust in and integrity of the consumer credit
counsdling indudry.

L ucindaRocha with Consumer Credit Counsdling Serviceof San Antonio reiterated Gray’ scommentsand
concerns. She sad that education and counsding are necessary componentsin helping individuas who
seek to credit counsdling to achieve sdf sufficiency. Rocha supports asssancefromthe State inthe form
of legidation to rid unscrupulous companies from the non-profit credit counseling indudtry.
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Recommendation

Deceptive practices within the growing credit counseling and debt management industry necessitate a
legidaive solution. Therefore, the Committee recommends that the 79th Legidature pass legidation
addressing the current problems within the industry. Texas should modernize its laws concerning credit
counseling and debt management organizations by enhancing the regulatory structure and promulgating
uniform standards of consumer protection in thisindustry. Regulations should be created withinput from
the Office of Consumer Credit Commissioner, dong with members of the credit counsding industry,
gpecificaly members of the Nationa Foundation for Consumer Credit, to protect consumers from
unscrupulous counsding services, and mideading, deceptive, and harmful practices, aswell as to ensure
the integrity of the industry.
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Appendix A

State Commercial Usury Comparison Chart



STATE COMMERCIAL USURY COMPARISON CHART

The following chart shows how interest on commercial loans is regulated in all states other than Texas.

ALABAMA

ALASKA

ARKANSAS

Any person or persons, corporations, trusts, general partnership or partnerships, limited
partnerships or partnerships, or associations may agree to pay any rate of interest on
loans with an original principal balance or credit sales of $2,000 or more. This
provision is subject to al laws relating to unconscionability in consumer transactions.
(Alabama Code, Title 8, Chapter 8, Section 8-8-5).

http://www.legislature.state.al .us/Codeof Al abama/1975/coatoc.htm

All loans of more than $25,000 are exempt from usury limitations. Banks, credit
unions, savings and loans, pension funds, insurance companies or mortgage companies
may not accept or charge any percent of ownership of profits higher than the interest
rate they charge, provided that this restriction does not apply if the principal amount of
the loan is $1 million or more and the term of the loan is 5 years or more. (Alaska
Statues, Title 45, Chapter 45, Article 1, Section 45.45.010).

http://old-www.|eqgis.state.ak.us/cqi-bin/folioisa.dll/stattx01/query=*/doc/{ 117224} ?

Up until 1982, the Arkansas Consgtitution, like that of Texas, provided a general usury
limit of 10 percent per annum. In that year, Arkansas amended its Constitution to
provide that the maximum rate of interest on loans, other than those made for persond,
family or household purposes, “shall not exceed five percent (5%) above the Federal
Reserve Discount Rate at the time of the contract.”> This “floating” standard worked
well in Arkansas for a number of years, but as the economy entered a historic period
of low interest rates not seen in almost 50 years, the Federal Reserve Discount Rate
was adjusted progressively downward to the current level of 2 percent. Under state
law, commercial loans in Arkansas are now capped at 7 percent, which is
unreaistically low for al but prime borrowers.

In 1999, depository institutions headquartered in the State of Arkansas were granted
federal legidative relief from that state’s constitutional usury limit as part of the
Gramm-Leach-Bliley Act.> Since federal law alows both national banks® and state
banks,* which are headquartered out of state, to export their home state interest rate to
any other state, Arkansas-chartered banks, as well as national banks located in that
state, can now compete in the non-prime commercial loan market in both Arkansas
and neighboring states, such as Texas.

t Arkansas Const., Art. XIX, 813(a)(1); consumer loans and credit sales are subject to 17
percent limit (813(b).

2 Pub. Law 106-102, §731; codified at 12 U.S.C. §1831u(f).

¢ Marquette Nat'| v. First of Omaha Service Corp., 439-U.S. 299 (1978).

4 Reigle-Neal Interstate Banking and Branching Efficiency Act of 1994 (Pub. L. 103-328).



ARIZONA

CALIFORNIA

COLORADO

CONNECTICUT

DELAWARE

When the parties agree in writing, interest may be charged at any rate. (Arizona
Revised Statutes, Title 44, Chapter 9, Article 1, Section 44-1201).

http://www.azl eg.state.az.us/ars/44/01201.htm

Among other exemptions, the California Corporation Code exempts from the usury
provisions of the California Constitution the following: indebtedness issued by an entity
or guaranteed by an entity that is an affiliate of the borrower that, on the day the
indebtedness is first issued or entered into, has total assets of at least $2 million
according to its then most recent financial statements; and indebtedness of at least
$300,000 or commitments or lines of credit for at least that amount. These exemptions
do not apply to individuals, partnerships with a genera partner who is an individual, or
arevocable trust with a trustor who is an individual. These exemptions require that the
lender have a preexisting persona or business relationship with the borrower or
guarantor or that it reasonably appears that the borrower has the capacity to protect its
interests. (California Corporation Code, Section 25118).

http://www.leginfo.ca.qov/

With respect to a commercia transaction not subject to the Consumer Credit Code, the
parties may contract for the payment of any finance charge up to arate not to exceed
an annual percent rate of 45%. (Colorado Statutes, Title 5 Consumer Credit Code,
Article 2, Part 5, Section 502 and Colorado Statutes, Title 18, Article 15, Section 18-
15-104).

http://198.187.128.12/col orado/| pext.dll 2f =templ ates& fn=fs-main.htm& 2.0

Among other exemptions, there is an exemption for loans over $250,000 to a
corporation, statutory trust, limited liability company, general, limited or limited liability
partnership or association organized for profit or any individual, provided the entity or
individua is engaged primarily in commercia, manufacturing, industrial or non-
consumer pursuits and the funds received are utilized in such entity’s or person’s
business or investment activities. The exemption applies with respect to aloan made
pursuant to a revolving loan agreement, or a loan agreement providing for the making
of advances to the borrower from time to time, with atotal principal amount of all
loans in excess of $250,000. (Connecticut General Statutes Title 37, Chapter 673,
Section 37-9).

http://www.cga.state.ct.us/2001/pub/Chap673.htm

On loans or use of money in excess of $100,000, not secured by a mortgage against
the principal residence of the borrower, there is no interest rate limit. In addition, a
corporation may not raise the defense of usury. (Delaware Code Title 6, Subtitle I,
Chapter 23, Sections 2301(c) and 2306).

http://www.del code.state.de.us/title6/chapter23.htm




DISTRICT OF
COLUMBIA

FLORIDA

GEORGIA

HAWAII

IDAHO

Among other exemptions, there are exemptions for any loan over $1,000 for acquiring
or carrying on a business, professional or commercial activity, or acquiring any real or
personal property as an investment or for carrying on an investment activity. (District
of Columbia Code 2001, Part 5, Title 28, Subtitle |1, Chapter 33, Section 28-3301).
Corporations may agree to any rate of interest and are prohibited from using the
defense of usury. (District Of Columbia Code 2001, Part 5, Title 29, Chapter 1, Section
29-101.04).

http://dccode.westgroup.com/Find/Default.wl ?2DocName=DCCODES28-
3301& FindType=W& DB=DC-TOC-
WEB%3BSTADCTOC& RS=WLW2%2E07& VR=2%2EQ

http://dccode.westgroup.com/Find/Default.wl ?2DocName=D CCODES29-
101%2E04& FindType=W& DB=DC-TOC-
WEB%3BSTADCTOC& RS=WLW2%2E07& VR=2%2EQ

For loan over $500,000, interest may be charged and collected at a rate agreed upon,
subject to the limits for criminal usury, which is 26% and 45% respectively. (Florida
Statutes Title XXXI1X, Chapter 687, Sections 687.02 and 687.071).

statutes->View Statutes->2002->Chapter 687: flsenate.qov

If the principal amount involved exceeds $3,000, but is less than $250,000, the parties
may agree in writing to any rate of interest, expressed in simple interest terms. For
written contract in which the principal exceeds $250,000, the parties may establish any
rate of interest expressed in simple terms or otherwise, with charges to be paid by the
borrower. (Code Of Georgia, Title 7, Chapter 4, Article 1, Section 7-4-2).

http://www.ganet.org/services/ocode/ocgsearch.htm

Usury ceilings only apply to consumer credit which does not exceed $250,000 and
home business |oans secured by a residential mortgage of the debtor which do not
exceed $250,000.

(Hawaii Revised Statutes, Division, Title 26, Chapter 478, Section 478-4(c)).
http://www.capitol .hawaii.gov/hrscurrent/\VVol11_Ch0476-0490/HRS0478/HRS 0478-
0004.htm

The parties may charge any rate agreed upon. (Idaho Statutes, Title 28, Chapter 22,
Section 28-22-104).

http://www3.state.id.us/cqi-bin/newidst?sctid=280220104.K




ILLINOIS

INDIANA

IOWA

KANSAS

KENTUCKY

LOUISIANA

Corporations may borrow money at any rate of interest. There is no corporate
defense of usury. A state bank, or branch of an out-of-state bank, may charge and
collect interest at any rate or rates agreed upon by the bank or branch and the
borrower. (lllinois Statutes, Chapter 815, Interest Act 205, Section 4).

http://www.leqgis.state.il.us/ilcs/ch815/ch815act205.htm

With respect to aloan other than a consumer loan or a consumer-related loan, the
parties may contract for the payment by the debtor of any loan finance charge. A
"consumer related loan" is aloan which is not subject to the provisions of Indiana
Code, Title 24, Article 4.5 applying to consumer loans and in which the principal does
not exceed $50,000 if the debtor is a person other than an organization. (Indiana Code,
Title 24, Article 4.5, §2-605, §3-605, and §3-602, Uniform Consumer Credit Code).

http://www.in.gov/l egislative/ic/codeltitle?24/ar4.5

Among other exemptions, there is no usury ceiling for written contracts with respect to
the following: (1) loans to corporations or real estate investment trusts; (2) a person
borrowing money for real property; and (3) a person borrowing money for business or
agricultural purposes; and (4) consumer-purpose loans over $25,000. (lowa Code, Title
X111, Subtitle 3, Chapter 535, Section 2).

http://www.leqis.state.ia.us/cai-bin/| ACODE/Code2001SUPPLEMENT.pl

The defense of usury is not available to corporations. (Kansas Statutes, Chapter 17,
Article 71, Section 17-7105).

http://www.ksl eqislature.org/cgi-bin/statutes/index.cgi/17-7105.html

A corporation may not assert a usury defense unless the principal asset of the
corporation is a one- or two-family dwelling. On loans of $15,000 or more, the parties
may agree to any rate. (Kentucky Revised Statutes, Title XXIX, Chapter 360, Sections
360.010 and 360.025).

http://162.114.4.13/KRS/360-00/010.PDF
http://162.114.4.13/K RS/360-00/025.PDF

The usury laws do not apply to loans for commercial or business purposes. (Louisiana
Statutes, Civil Code, Article 2924). Co-makers, guarantors or endorses for debtor
corporations or partnerships, as well as partnership and corporations, are prohibited
from asserting a usury claim as adefense.  (Louisiana Revised Statutes, 812:703 and
89:3509(A)). Criminal usury statutes are limited in application. (Louisiana Revised
Statutes, §14.511).

http://www.leqis.state.la.us




MAINE

MARYLAND

MASSACHUSETTS

MICHIGAN

MINNESOTA

MISSISSIPPI

The legal rate of interest on non-commercial or consumer loans is subject to limits set
in the Maine Consumer Credit Code. Commercial loans by financial institutions may
be at any rate agreed upon in writing. (Maine Consumer Credit Code, Title 9-B,
Section 432).

http://janus.state.me.us/| egis/statutes/9-b/titl€9-bsec432.html

The parties may agree to any rate on commercial loans over $15,000 if not secured by
residential real property, or $75,000 if secured by residential real property.
Corporations may agree to pay any rate of interest. (Code of Maryland, Commercial
Law, Title 12, Subtitle 1, Section 12-103(¢)).

http://mlis.state.md.us/cgi-win/web_statutes.exe

The parties may agree in writing to any rate of interest, subject to criminal usury
limitations. (General Laws of Massachusetts, Chapter 107, Section 3). There are
criminal usury ceilings which do not apply to any person who natifies the Attorney
General of hisintent to engage in aloan transaction. (General Laws of Massachusetts,
Chapter 271, Section 49).

http://www.state.ma.us/l egi s/l aws/mal/107%2D 3.htm
http://www.state.ma.us/leqis/laws/mal/271%2D49.htm

Corporations may agree in writing to pay any rate of interest as to those transactions
of the defense of usury is not available. (Michigan Compiled Laws, Chapter 450,
Section 450.1275).

http://www.mi chiganl egisl ature.org/mil eg.asp?page=getObj ect& obj Name=mcl-450-
1275& userid=

For loans made under a written contract of $100,00 or more and any extensions,
including extensions of installments and related changes in terms, there is no limit on
the rate of interest points, finance charges, fees or other charges. Corporations may
not raise the defense of usury. (Minnesota Statutes, Sections 334.01 and 334.022).

http://www.revisor.leg.state.mn.us/stats/334/01.html
http://www.revisor.leg.state.mn.us/stats/334/022.html

Usury limits do not apply when the principal balance to be repaid or the amount
originally proposed to be advanced exceeds $2,000, and the parties may agree in
writing to any finance charge. (Mississippi Code, Title 75, Chapter 17, Section 75-17-
1).

http://www.mscode.com/free/statutes/75/017/0001.htm




MISSOURI

MONTANA

NEBRASKA

NEVADA

NEW HAMPSHIRE

NEW JERSEY

The parties may agree to any rate of interest with respect to the following: loansto a
corporation, general partnership, limited partnership or limited liability company;
business loans of $5,000 or more; real estate loans, other than residential real estate
loans and loans of less than $5,000 secured by real estate used for agricultural
purposes; and loans of $5,000 or more secured solely by certificates of stock, bonds,
bills of exchange, certificates of deposit, warehouse receipts, or bills of lading pledged
as collateral for the repayment of such loans. Corporations may not assert a usury
defense.

(Missouri Statutes, Title XXVI, Chapter 408, Sections 408.060 and 408.035).

http://www.moga.state.mo.us/statutes/c400-499/4080060.htm
http://www.moga.state.mo.us/statutes/c400-499/4080035.htm

There is no usury ceiling for regulated lenders, which includes banks, savings and loan
associations, credit unions, etc. (Montana Code, Title 31, Chapter 1, Part 1, Sections
31-1-107 and 31-1-111).

http://data.opi.state.mt.us/bills/mca/31/1/31-1-107.htm
http://data.opi.state.mt.us/bills/mca/31/1/31-1-111.htm

Among other exemptions, the usury ceilings do not apply with respect to the following:
loans made to any corporation, partnership, limited liability company or trust; the
guarantor or surety of any loan to a corporation, partnership, limited liability company
or trust; loans with aggregate principal amounts over $25,000 as to any one financial
institution, licensee or permittee. (Nebraska Revised Statutes, Chapter 45, Article 1,
Section 45-101.04).

http://statutes.uni cam.state.ne.us/ Corpus/statutes/chap45/R450100104.html

The parties may contract to any interest rate agreed upon. (Nevada Revised Statutes,
Title 8, Chapter 99, Section 99.050).

http://www.leg.state.nv.us/nrs/NRS-099.html

When the parties agree in writing, there is no limit on the amount of interest that can
be charged. (New Hampshire Statutes, Title XXXI, Chapter 336, Section 336:1).

http://www.gencourt.state.nh.us/rsa/html/X X X1/336/336-1.htm

There are no usury ceilings on loans of $50,000 or more, except certain loan secured
by dwellings. (New Jersey Statutes, Title31, Chapter 1, Section 31:1-1.1(e)). No
corporation may assert the defense of usury. (New Jersey Statutes, Title 31, Chapter
1, Section 31:1-6).

http://www.njleg.state.nj.us/




NEW MEXICO

NEW YORK

NORTH CAROLINA

NORTH DAKOTA

OHIO

In the case of business or commercial loans for business or commercial purposes of
$500,000 or more, a lender may charge any rate of interest agreed by the parties. A
corporation may not assert the defense of usury. (New Mexico Statutes, Chapter 56,
Article 8, Sections 56-8-9 and 56-8-21).

http://www.michie.com/newmexico/l pext.dll ?f=templ ates& fn=fs-main.htm& 2.0

There is no usury ceiling for loans of $2.5 million or more. (Consolidated Laws of
New York, General Obligations Law, Chapter 24-a, Article 5, Title 5, Sections 5-
501(6)(b) and Penal Law, Title KA190, Article 190, Sections 190.40 and 190.42).
Generally, corporate borrowers may not assert a defense of usury under the General
Obligations Law, but may assert criminal usury under the Penal Law’s ceiling of 25%,
subject to other exceptions. One exception allows a rate of 8% above the prime rate
published by the Federal Reserve Board with respect to loans to a corporation for
business or commercial purposes in the amount of $100,000 or more that is secured in
compliance with the Uniform Commercial Code. (Consolidated Laws of New Y ork,
General Obligations Law, Chapter 24-a, Article 5, Title 5, Sections 5-526).

http://assembly.state.ny.us/leq/?cl=49& a=13

The parties may agree to any rate of interest for loans over $25,000. For-profit
corporations may not assert a defense of usury. (General Statutes of North Carolina,
Chapter 24, Article 1, Sections 24-1.1 and 24-9).

http://www.ncga.state.nc.us/statutes/general statutes2001/

Among other exemptions, usury ceilings do not apply with respect to the following:
loans made to corporations, partnerships and certain trusts; loans over $35,000; and
loans by regulated financial institutions. (North Dakota Century Code, Chapter 47,
Section 47-14-09).

http://www.state.nd.us/Ir/cencode/CCT47.pdf

Among other exceptions, parties may agree to any rate of interest: (a) on loans over
$100,000 or (b) on business loans not secured by an obligor's wages or by household
furniture or other consumer goods. [Ohio Rev. Code 1343.01(B)] Corporations may
not assert a defense or claim of usury related to corporate obligations. [Ohio Rev.
Code 1701.68, 1702.37] However, interest above 25% per annum is prohibited as
criminal usury unless the higher rate is "otherwise authorized by law". [Ohio Rev.
Code 2905.21(H), 2905.22] It is unclear whether interest above 25% per annum is a
form of criminal usury or is "otherwise authorized by law" when the loan qualifies for
one of the above exceptions.

http://onlinedocs.andersonpublishing.com/revisedcode/
http://onlinedocs.andersonpublishing.com/revisedcode/




OKLAHOMA

OREGON

PENNSYLVANIA

RHODE ISLAND

SOUTH CAROLINA

SOUTH DAKOTA

The parties may agree to any rate of interest unless the transaction is subject to the
Uniform Consumer Credit Code, which generally applies to consumer loans of 45,000
or less or certain loans secured by land, (14A Oklahoma Statutes §83-104, §3-105), and
certain extortionate loans (14A Oklahoma Statutes 83-605, and 85-1070. Corporations
may not assert a defense of usury. (18 Oklahoma Statutes §1129).

http://www?2.|sb.state.ok.us/

There is no limit on the interest state or national banks may charge on loans or for the
use of money. (Oregon Revised Statutes, Title 53, Chapter 708, Section 708A.255).
Consumer finance companies licensed by the state may charge and interest agreed
upon with the borrower. (Oregon Revised Statutes, Chapter 725, Section 725.340).
With respect to other lenders, the parties may agree upon any rate with respect to
loans over $50,000. (Oregon Revised Statutes, Title 82, Section 82.010(3)).

http://www.leg.state.or.us/ors’/home.html

Business corporations may not assert usury. (15 Pennsylvania Statutes §1510; 41
Pennsylvania Statutes 88 201 and 301(f). There is an exemption for business loans
over $10,000. (41 Pennsylvania Statutes 88§ 201 and 301(f). Thereisan exemption
for loans of $5,000 or more secured by stock certificates or negotiable instruments.
(41 Pennsylvania Statutes 81).

http://members.aol.com/StatutesPA/Index.html

Thereis a usury ceiling equal to the greater of (a) 21% per annum or (b) 9% plus the
index which is the domestic prime rate as published in the Money Rates section of The
Wall Street Journal. (Rhode Island General Laws, Title 6, Chapter 26, Section 6-26-2).

http://www.rilin.state.ri.us/Statutes/ Statutes.html

The parties may agree to any rate of interest except as limited for consumer loans in
the Consumer Protection Code. (South Carolina Code of Laws, Title 37, Chapter 3,
Part 6, Section 37-3-605).

http://www.scstatehouse.net

The parties may contract to any rate of interest unlessit is a consumer transaction
specificaly limited by the code. (South Dakota Codified Laws, Title 54, Chapter 54-3,
Section 54-3-1.1).

http://legis.state.sd.us/statutes/




TENNESSEE

UTAH

VERMONT

VIRGINIA

WASHINGTON

WEST VIRGINIA

Thereisa“formularate" based upon an annual rate of interest 4% four above the
average prime loan rate (or the average short-term business loan rate, however
denominated) published by the Federal Reserve Board, or 24%, whichever is less; and
the limitations period is three years. (Tennessee Code, Title 47, Chapter 14, Part 1,
Sections 47-14-102 , 47-14-103, 47-12-111, and 47-14-118).

http://198.187.128.12/tennessee/| pext.dll ?f=templ ates& fn=fs-main.htm& 2.0

The parties to a lawful contract may agree upon any rate of interest. (Utah Code,
Title 15, Chapter 1, Section 15-1-1). The Utah Consumer Credit Code expressly
exempts business loans or loans to entities such as corporations. (Utah Code, Title
70C, Chapter 1, Section 70C-1-202).

http://www.code-co.com/utah/code

Among other exceptions, the usury laws do not apply with respect to: obligations of
corporations, including municipal and nonprofit corporations; and obligations by any
person or entity incurred to finance income-producing business or activity, with certain
exceptions for duplexes when used by the borrower as a residence and residential
farming operations. (Vermont Statues, Title 9, Chapter 4, Section 46).

http://www.|leqg.state.vt.us/

The usury defense is not available to corporations, partnerships, limited liability
companies, real estate investment trusts and certain joint ventures. (Code of Virginia,
Title 6.1, Chapter 7.3, Article 10, Section 6.1-330.76). There is an exemption for loans
to any person or entity for business or investment purposes. (Code of Virginia, Title
6.1, Chapter 7.3, Article 10, Section 6.1-330.75).

http://legl.state.va.us

The defense of usury is not available if the transaction was primarily for agriculture,
commercial, investment, or business purposes. (Revised Code of Washington, Title 19,
Chapter 19.52, Section 19.52.080).

http://search.leg.wa.gov/iwslrew/RCW 19 TITLE/RCW 19 .52 CHAPTER/RCW

Corporations, partnerships, limited partnerships or limited liability companies are not
permitted to assert usury. (West Virginia Code, Chapter 47, Article 6, Section 47-6-
10). Among other exemptions, there are exemptions with respect to: business purpose
loans to entities; and business purpose loans to natural persons of $20,000 or more.
(West Virginia Code, Chapter 47, Article 6, Section 47-6-11).

http://www.leqis.state.wv.us/legishp.html




WISCONSIN

WYOMING

Chart prepared by Dan Nicewander

Among other exceptions, the usury laws do not apply to: loans to corporations or
limited liability companies; and loans of $150,000 or more unless secured by an
encumbrance on a one-to-four family dwelling which the borrower uses as his or her
principle place of residence. (Wisconsin Statutes, Trade Regulations, Chapter 138,
Section 138.05).

http://www.|eqgis.state.wi.us

No usury limit unless specified in the Uniform Consumer Credit Code for consumer
loans. (Wyoming Statutes, Title 40, Article 1, Section 106[€]).

http://|eqisweb.state.wy.us




Appendix B

Insured U.S.-Chartered Banks that have
Consolidated Assets of $300 Million or More



INSURED U.5.-CHARTERED COMMERCIAL BANKS THAT HAVE CONSCLIDATED ASSETE CF 300 MILLICN OR MORE

RANKED BY CONSCOLIDATED ASSETS

as of March 21, 2004

Bank Name
Holding Company Name

Consol .
RAssgets
(Mil %)

Domestic Dom

Rssets
Mil £}

Cuml
ks % Re %
Cons Cons

HNumber of

BANK OF AMEE INA

BANK OF AMEE CORP
JPMORGAN CHASE BE

J P MORGAN CHASE & CO
CITIBAMNE MA

CITIGROUP
WACHOVIA BE MNA

WACHOVIA CORP
WELLZ FARGO BK MNA

WELLSZ FARGO & CO

BANK CMNE MA
BANE ONE CORP
FLEET MA BK
FLEETEOSTCHN FNCL CORP
U S BK MA
I s BC
SUNTRUST BK
SUNTRUST BK
HSBC BE USSR
HSEC MORTH AMER HOLD

BANK OF MY
BANE OF MY CO
STATE 2TREET B&TC
STATE STREET CORP
EEYBANK IMA
KEYCORP
BRAMNCH BEGETC
BE&T CORP
ENC BE MNA
EMC FHCL SVC GROUP

BANK CMNE MA

BANKE ONE CORP
LASALLE BE MA

ABIN AMRO M AMEE HC
FIFTH THIED BEK

10

14

1z

13

14

15

1s

17

18

480228

gEz2218

476810

484422

451965

LF3RZR

7201

504713

675332

413208

541101

35301

280110

852320

217824

651411

4EEE34

72311z

CHAELOTTE, NC
MEW YCOREK, MY
MEW YORK, MY
CHARLOTTE, NC

SICUX FALLS, SD

CHICAGD, IL
PROVIDENCE, RI
CINCINMATI, ©CH
ATLANTE , GA

BUFFALD, NY

MEW YORK, MY
BOSTON, MA
CLEVELAMND, ©OH
WINSTON-SALEM, NC

PFITTSEURGH, PR

COLUMBUS, CH
CHICAGO, IL

CIMNCIMMATI, OH

MAT

MAT

MAT

AT

MAT

HAT

SMB

SME

SMB

SME

MAT

SHM

MAT

MAT

MAT

SMB

606,191
364,474

247,550

2B, 701
195,323
191,606
124,258

99,887

89 ,35s
9z ,188
T3,92:7
70,840

£7,822

66,124
&5, 088

Eg, 943

274,283
343, 0k

247,045

236,246
178,5&8
191,608
1z4,298

99,724

65,9217
49, 468
72,282
70,840

66,567

66,124
&5, 098

£, 9243

4E

24

100

9z

a1

100

100

a0

74

&0

a8

100

98

100

100

100

28

33

28

4z

45

47

49

E0

E2

E3

E4

EE

k&

E7

k8

E9

Branches
Dom Fgn
4,645 36
718 107
388 3b&
AR 5
2,584 i
1,754 9
1,53 1&5&
2,581 1
Toide il
42 2B
34s 10

2 10
1,32:4 il
863 0
881 0
390 0
122 1
426 0

100



FIFTH THIED BC
MENA AMERICE BE NA

MEMA CORP
COMERICA BK

COMERICA

CITIEANE SD MA
CTITIGROUP
SOUTHTRUST BE
SCUTHTRUST CORP
MANUFACTURERS & TRADERS T
M&T BE CORP
AMSOUTH BE
BMSOUTH BC
MATIONAL CITY BE
MATICNAL CITY CORP

UNICM BE OF CA INA
UNICNBRANCAL CORP
STAMNDAED FED BE NA
AEM AMREC M AMEE HC
REGIONS EBK
EEGIONE FC
CHARTER CNE BE NA
CHARTER CMNE FHNCL
NATIONAL CITY BE IN
MATICONAL CITY CORP

CHASE MANHATTAN BE USA MA
J P MORGRMN CHRSE & CO
BANK OF AMEE NA&A USA
BANE OF AMEE CORP
FIFTH THIRD BK
FIFTH THIRD BC
DEUTSCHE BE TC AMEEICRS
TARUNUZS CCORP
MORTHERM TC
MOETHEEM TE CORP

UNMIOCH PLAMNTEES BE MA
UNICHM PLAMTERS CORP
M&I MARSHAIL & ILSLEY BE

MAESHALL & ILELEY CORP
HUNTIMGTCON MB
HUNTIMNGTCN BSHRS
BANE OF THE WEST
BANCWEST CORP
CITIZEMNS BE OF MA

12

20

21

22

23

24

2E

26

27

28

29

30

31

32

33

34

1

1

27

38

e

40

18320035

601473

486752

817833

E0l10b

245333

2B9E1R

212485

4458473

233031

897273

3E2445

4899173

1417EET

913240

214807

210434

423356

9834498

12311

204253

14408

WILMIMGTON, DE

DETEOQIT, ML

SIOUX FALLE, 35D
BIEMINGHAM, AL
BUFFALC, NY
BIEMIMNGHAM, AL

CLEVELAND, ©OH

SAMN FRANCISCO, CA
TROY, MI
BIFMINGHAM, AL
CLEVELAND, ©OH

INDIANAPOLIS, IM

MEWAEREK, DE
PHOENIX, AZ
GRAND RAPIDS, ML
MEW YORK, MY

CHICRGO, IL

MEMPHIS, T
MILWAUKEE, WI
COLUMBUS, ©OH

SAM FRANCISCO, CA

BOSTON, MA

MAT

SMB

MAT

SMB

SME

SME

AT

MAT

MAT

SME

MAT

NAT

MAT

HNAT

SME

SMB

SME

AT

SME

MAT

SHM

SHM

E7,638

E4 ,47E

B3 ,217
EZ,667
E0,218
47,408

46, Beg

45,454
4%, 377
45,288
41,342

39,930

38,461
36,828
36,330
33,981

32,234

31,321z
31,021
30,834
29,k&g

28,985

48,890

Bz, ,B22

E3,217
E2,667
E0,100
47,408

46,660

43,693
44,210
45, 2&8
41,342

39,930

38,461
36,8898
36,330
24,100

21,832

30,998
21,021
30,732
29,5e68

28,985

2k

9

100

100

100

100

100

2e

97

100

100

100

100

71

&8

99

100

100

100

100

&0

&0

&l

G2

&3

&3

&4

&5

&5

&6

=1

&7

&8

&8

&9

&9

70

70

70

71

i

7z

382

7e4

728

583

363

30E

797

&10

218

&27

18

T

247

433

300

315

100

99



CITIZEME FMNCL GEQUP

COMPAZE BK 41
COMPASE BSHES

FIERST TEMNNESSEE BE NA MMPHS 4z
FIREST TENMESSEE NATTOMAL CORP

BAMNEMORTH MA 43
BANFNORTH GEOUP

CAPITAL CNE BK 44

TREAZURY BE NA 4&

COUNTRYWIDE FC

NATTIONAL BE OF COMMERCE 45
MATIONAL COMMERCE FHCL CORP

MELLCH BE INA 47
MELLCH FNCL CCORP

NORTH FCRK BE 48
MCOETH FORE BO

HAERIE T&SE 49
HAREIS FC

BEANCH B&TC CF VA 50
BE&T CORP

RBEC CENTURA BK Bl
ROYAL, BK HOLD

BANK CNE DE NA E2
BANE OME COREP

NATICHAL CITY BK MI/IL B3
NATICHAL CITY CORP

CITIEANE NEVRADA NA k4
CITIGEOUP

HIBEEMIA NE EE

HIEBERNIZ CCRP

WELLS FARGC BE MORETHWEST NA Ee
WELLS FARGC & CO

PROVIDENT BE B7
PROVIDENT FNCL GROUP

COLOMIAL BE NA Eg
COLONIAL BANCGEOUP

DISCOVER BK 55,
MORGAN STANLEY

MEERILL LYNCH B&TC &0

MEERILL LYMCH & CO

COMMERCE BE NA &l

97633

485559

497404

2253891

1489211

460855

934322

332907

TEGZ3

969723

1494240

427719

42541

4E5E326E

112837

&88072

612618

E70231

30810

324902

263415

BIRMIMNGHAM, AL
MEMPHIS, TH
PORTLAMD, ME
GLEM ALLEM, VA

ALEXANDEIR, VA

MEMPHIS, TH
PITTSBUREGH, PA
MATTITUCK, NY
CHICAGD, IL

RICHMOND, WA

ROCKY MOUNT, NC
WILMINGTON, DE
BANMOCKBUEN, IL
LAS VHGRS, NV

MEW ORLEANS, LA

CGDEN, UT
CINCINMATI, ©OH
MOWNTGCOMERY, AL

GREENWOOD, LDE

SME

NAT

MAT

SME

MAT

MNAT

HMAT

SHM

SME

SNM

SME

MAT

NAT

MAT

HAT

MAT

SME

HMAT

SNM

PLAIMSBORC TCWMNSHIP, MJISHM

CHERRY HILL, INJ

MAT

27,396
26,847
26,847
26,344

23,733

2SR
21,918
21,407
Z1.,. 337

20,827

20,198
1%,E52
1%,200
1%, 050

18,675

17,124
16,714
16,456
15,851

15,2532

14,305

27,396
26,847
2&,847
24,364

23,733

AL
18,9295
21,407
21,2ks

20,827

20,198
19,552
19,200
1%, 060

18,675

17,124
16,714
1&,456
15,851

15,253

14,305

100

100

100

92

100

100

100

100

100

100

100

100

100

100

100

T

i

73

]

74

74

74

75

75

75

75

=

76

7

77

77

17

77

78

78

78

392

221

420

78

z20

123

1o

99



COMMERCE BC
NATIONAL CITY BK COF PA
MATIONAL CITY CORP
CITY ME

CITY MAT CORP
ASSOCTATED BE MA

ASSOCTATED BANC-CORP
EECVIDIAN MB

PROVIDIAN CORP

COMMERCE BE NA
COMMEECE BSHES
SKEY BK
SEY FMCL GROUP
TCE MB
TCEF FC
BANK OF AMEE GECREGIA MA
BANKE OF AMEE CORP
ZI0NS FIEST MB
ZIONS BC

FIRET-CITIZENS B&TC
FIEST CITIZEMS BEHES
BAMNK OF OK MA
BOK FC
CITIZENS BE RI
CITIZENS FNCL GROUP
BAMNCORPSOUTH BE
BANCORPSOUTH IMNC
FIRSTMERTIT B MNA
FIESTMERIT CORP

INVESTORS B&aTC

INVESTORS FNCL SVC CORP

BANK OF HAWATIT
BANKE OF HAWAII CORP
FEOST MB
CULLEN/FROST BER
VALLEY MNBE
VALLEY MBC
FIRST HAWATIIAM BK
BANCWEST CCRP

KEY BK USA MA
KEYCORP

CALIFORNIA B&TC
ZIONS BC

BANK OF AMER OF MA

&2

&3

&4

&k

=1

&7

&8

&9

70

Fl

72

73

74

75

7a

77

78

79

20

21

22

23

178020

&3089

917742

121709

&01050

E76710

266271

2962652

276579

491224

339858

1000409

&06045

&7311

911807

T9E9cR

GHZEE

229801

980881

2332602

B3TZE0

2867058

PITTSEBURGH, PA

BEVERLY HILLS, CA

GEEEN BAY, WI

TILTOM, MH

KANSAS CITY, MO
SALIMEVILLE, OH
WAYZATRE, MM
ATLANTAE, GA

SALT LAKE CITY, UT

RALEIGH, MNC

TULSA, OK

EFROVIDENCE, RI

TUPELD, MS

RAKRCIN, OH

BOSTOM, MA
HOMNOLULT, HI
SAN ANTONIC, TX
PASSATIC, NJ

HONOLULU, HI

CLEVELRND, ©OH
SAN DIEGD, CA

PORTLAND, OR

NAT

MAT

MAT

MAT

MNAT

SME

MAT

HMAT

AT

SHM

MAT

SHM

SHM

MAT

SHM

SMB

HNAT

MAT

SHM

HMAT

SHM

MAT

13,838

13,009

125939

12713

12,300
11,889
11,820
11,742

11,6320

11,337

11,200

11,080

10,539

10,422

10,099
10,070
10,045

9,959

9,8E5s

9,82s
95550

9,213

13,830

13,009

125930

12713

12,300
11,889
11,820
11,742

11,620

11,337

11,182

11,080

10,539

10,422

10,094
9,321
10,045
9,589

9,308

9,826
9,BE9

9,213

100

100

100

100

100

100

100

100

100

93

100

100

94

78

78

78

79

79

79

]

79

20

20

a0

20

20

20

20

=

21

a1

21

21

21

=

218

70

183

288

372

3E1

76

&8

244

90

24

125

&1

98

99



BAMK OF AMER CORP
OLD NBE

CLD MNATICMAL BAMNCORP
CARODLIMA FIRST EK

SOUTH FMCL GREOUP

TD WATEEHQUSE BE NA
TD WATERHOUSE GRCOUP
WITMINGTON TO
WILMINGTON TR CORP
HUDSON UNITED EBI
HUDESON UNITED BC
TRUSTMAEE ME
TEUSTMAEE COEP
FLEET BEE EI MA
FLEETBOSTON FNCL CORP

WHITHNEY MBE
WHITHMEY HOLDIMNG CORP
TISRAEL DISCOUNT BE OF NY
DISCOUNT BC
MATICOMNAL CITY BE
MNATICONAL CITY CORP
FIRST BK
FIRST BANKS TNC
GREATEE BAY BE INA
GREATER BAY B

ARVEST EBK
ARVEST BANE GROUP INC

FIRET MIDWEST EI
FIRST MIDWEST BC

BANCO POPULAE MNORTH AMER
POPULAR

FIEST ME OQOF CMAHA
LAURITZEM CORP

UNITED ETATES TC OF MY
CHARLES SCHWAER CORP

FIRET REPUELIC EBK

MELLCHN TR CF NEW ENGLAND MNA

MELLCN FHNCL CORP
SOUTHWEET BEK OF TX MA

SOUTHWEST BC OF TX
CITIBANE DE

CITIGRCOUP
FIRST UMICN DIRECT BE NA

94

25

g2a

a7

28

29

90

21

9z

93

94

9k

9&

a7

28

99

100

101

102

1032

104

105

208244

210727

21z211%&

272218

919308

3425324

2267291

273138

320119

274149

1626532

11E&E39

211845

10078446

2736291

EZT2E4

2333412

131360

44502

=Rt

490115

2E78240

EVANSVILLE, IN

GREENVILLE, =C

JEESEY CITY, MNJ
WITLMINGTCN, DE
MAHWAH, IN.I
JRACKSON, MS

PECVIDENCE, RI

MEW OELEANS, LA
MNEW YCRE, NY
LOUISVILLE, KY
SATNT LOUIS, MO

PALO ALTD, CA

FAYETTEVILLE, AR

ITRASCA, IL

MEW YCOREK, MY

CMAHA, NE

MNEW YORE, MY

LAz VEZAS, NV
BOSTON, MA
HOUSTON, TX
MEW CASTLE, DE

AUGUSTR, GA

NAT

SHM

MAT

SIM

SHM

MAT

MAT

AT

SHM

MAT

SME

MAT

SME

SME

SMB

MAT

SME

SHM

MAT

HMAT

SHM

MAT

B R

2,843

2,83k
2,368
7,554
7,827

7,876

7,846
7,829
7,798
7,328

7,200

7,034

&,B08

&,652

6,472

6,338

6,221
&,288
6,104
6,087

&,004

B 0EE

2,543

8,82k
8,3c8
7,554
T, D2F

7,87

7,846
6,483
7,728
7,328

7,200

7,01&

6,809

&,6E52

6,472

6,287

5,221
6,288
&,104
6,027

5,094

100

100

100

100

100

100

100

83

100

100

100

100

100

100

100

oo

100

100

100

100

a8z

g2

8z

8z

a8z

2z

az

82

az

23

a3

23

83

23

23

a3

23

23

23

24

24

24

169

k=]

&2

2273

128

121

152

43

208

74

2&

21

27

EE

9k

100



WACHOVIA CORP

BEANCH BEGETC OF =C 10&
BR&T CORP
BAMNE OF TOEYVO-MITSUBISHI T 107

EIGGE BE NA 108
RIGGE NAT CORP

UME BE MA 109
UME FC

NITED CMEL BE 110
UCBH HOLD

CATHAY BEK 111
CATHAY GENERAL BC

BACIFIC CAP BE MA 11z
PACIFIC CAP BC

EEPUBLIC BK 113z
REPUBLIC BC

CITTZEMS BE 114
CITIZENS BK: CORP

TEXAZ 2T BK 11E

TEXAS RGNL BEHES

BANK LEUMI USA 1ls
BANK LEUMI LE-ISRAEL CORP

COMMUNITY FIEST MBE 117
COMMUNITY FIRST BSHRS

INTERNATTCNAL BE OF CMRC 118
INTEEMATICNAL BSHES CORP

PRCVIDENT BE OF MD 113
PROVIDENT BSHRS CORP

CALTFORMIZA MB 1z0
FREOP CORP

FIEST COMMOMWEALTH BE 121
FIRST COMMOMNWERLTH FHNCL CORP

CTITTRANE USA MA 122
CITIGEQUP

MORTHEEN TR BE COF FLCORIDA MA 1232
MORTHEEM TR CORP

COMMERCE BE PA NA 124
COMMERCE BC

TEWIN UNICH B&TC 1zE
IRMIN FC

COLUMBUS BE&ET 1z&

392228

288605

922728

9368EE

43173

ES9EBGD

TEEOGZ

1003848

222147

1017&58

101019

&E4 757

1001152

437521

2643438

42420

112855

[=1=t-2-2e N

283810

1202473

295238

GREENVILLE, 3C
MEW YCORK, NY
MCLEAN, VA
EAMNSAS CITY, MO

SAMN FRAMCISCO, CA

LOS ANGELES, CA
SANTA BARBARA, CA
LAMSTING, ML
FLINT, MI

MCALLEN, TX

MEW YCORE, NY
FARGO, MD
LAREDG, TX
BALTIMOEE, MD

LOS ANGELES, CA

INDIANA, PA
STOUX FRALLS, SD
MIAMI, FL
FHILADELPHIA, PA

COLUMBUS, IN

COLUMBUS, GA

SHM

SHM

MAT

MAT

SHM

SHM

HMAT

SHM

SME

SME

SHM

NAT

SHM

SHM

MAT

SHM

MAT

MAT

MAT

SMB

SHM

E,987
£ 973
E,873
E,77e

E,714

E,679
E,624
& 534
E.,47&

E,444

E,442
5,41k
5,323
5,253

E,1%2&

E,174
E,094
4,%:1
4,%50

4,792

4,741

E,B387
E,219
E,429
E, 776

E,&05

5,879
E,e24
E,B34
E,476

E,444

4,387
E,415
5,323
E,253

5,126

E,174
E,0p4
4,281
4,250

4,612

4,741

100

a7

24

100

a8

100

100

100

91

100

100

100

100

100

100

9s

100

24

24

24

24

24

24

24

24

24

25

2E

2E

28k

2&

(=13

BE

25

25

25

2E

25

94

48

1232

T

43

El

44

72

171

83

11s

28

E3

24

20

100

97



SYNOVUS FC
MERCANTILE-SAFE DEPQSIT & TC
MERCANTILE BSHRS CORP
EAST-WEST BE
EAST WEST BC
AMCORE BE MNA
RAMCORE FNCL
FULTON BE
FULTOM FMCL CORP

FIRST MNE CF PR
FME CORP
WESTAMERICA BEK
WESTAMERICA BC
COCEAN BE
CCERN BSHES
SAFEA NE OF NY
SHMENY HOLD
SILICON VALLEY BE
SILICON VALLEY BSHES

FIRET-CITIZEME B&T 0
FIRST CITIZEMS BC
FIEST CHARTEE BK
FIEST CHARTEE CORP
TRUST CC OF MJ

HOUSEHOLD BE SB MA
HSBC MORTH AMEE HOLD
ME FNCL BE INA
M B FNCL

CITIZENS BUS BK

CVE FC
MET BE MA

MET BC
FIRST ME CF FLORIDA

FIEST MAT BSHES OF FLORIDA
FIRST INTRST BK

FIRST INTREST BAMCSYSTEM
COMMUMITY BE MA

COMMUMNITY BE SY2

UNITED BE

UNMITED BESHRZ
AMATL.GAMATED BK

MITE
MONOGRAM CEEDIT CRRED BE

127

128

1z2

120

121

132

133

124

135

12&

AT

128

139

140

141

142

1473

144

145

1l4s

147

148

208927

127478

938840

474819

379820

&97753

663824

918818

20z8&8

9372l

4EG627

31303

2122008

GEE T3

933966

702117

1401522

&E98EE

202907

1010%30

661308

1212846

BALTIMOEE, MD
SAN MARING, CA
ECCKFOED, IL

LANCASTER, P4

GEEENVILLE, PA
SAN RAFAEL, CA
MIAMI, FL

HNEW YORK, NY

SANTA CLARA, CA

COLUMEBIA, =€
CHAELOTTE, MNC
JERSEY CITY, MJ
LAS VEGAS, NV

CHICAGO, IL

CNTAREIO, CA
MOEWICH, MY
MAPLES, FL
BILLINGS, MT

CANTOM, MY

PARKERSBURZ, WV
MEW YORK, NY

ALPHARETTA, GA

SHM

SHM

MAT

SHNM

HNAT

SME

SHM

HNAT

SMB

SHM

SMB

SHM

MAT

HAT

SIM

MAT

MAT

SMB

MAT

SME

SHM

SHNM

4,703
4,617
4,569

4,813

4,482
4,392
4,346
4,306

4,244

4,231
4,230
4,204
4,112

4,108

4,001
2,989
25971
3,863

3,809

3,729
3,636

T

4,703
4,817
4,562

4,813

4,482
4,392
4,324c
3,658

4,244

4,231
4,230
4,204
4,112

4,107

4,001
3,988
A9l
3,883

3,809

3,728
3,636

3, BAE

100

100

100

100

25

100

100

100

100

100

100

100

100

100

100

100

8E

25

2e

2

8

2

2s

2&

=11

2

2s

2

2s

8&

2s

2

2s

8&

a7

27

a7

27

22

28

E4

74

141

29

ZZ

22

T2

E7

S0

42

1

110

Eo

a7

123

4

99

Bl



MATTCHAL PEMMN BK
MATIONAL PEMN EBSHRS
CORUZ BK MA
CORUS BEHRE

WESBANCO BK
WESBANCO
COMMERCEBAME. MA
COMMERCEBAINE HZ
U S BK MA MND
I s BC
CHARLES SCHWAR BE MA
CHARLES SCHWAE CORP
ATLANTIC BE OF MY

MEME RMERICE DE NA
MENA CORP
STERLING BK
STERLING BSHRS
MATTONAL BE OF ARIZOMNA
ZICNE BC
18T SOURCE BE
12T S0URCE CORP
MEVADR ST BK
ZIONS BC

UNITED CMMTY BE
UNITED CMHNTY BE
BANCFIEET
BANCFIRET CORP
MATTCOMAL BE OF 2C
SYMOVUS FC
UMEQUR BE
UMEPOUA HE
U s TC NA
CHARLES SCHWAER CORP

CHITTEMDEM TC
CHITTENDEN CORP
S&T BE
S&T BC
UNTION ST BE
USE HCZ
EEPUBLIC BE
EEPUBLIC BSHRES
UNITED BKE

149

150

151

152

153

154

15

15&

157

158

159

1s0

1lel

162

153

154

1&6

1lsa

1e7

1s8

159

170

a0zllo

255031

645625

93538

2582023

3150447

904073

2621379

978154

1004368

991340

456960

101759329

1386281

5BO&G23

143662

1883854

40305

93e4dZe

544600

ER3S

26E32Z2E

BOYERTCOWN , PA

CHICAGD, IL

WHEELINMNG, WV
CORAL GABLES, FL
FARZO, ND

EENC, MWV

MEW YOREK, NY

WITMINGTOMN, DE
HOUSTOM, TX
TUCSOM, RAZ
SOUTH BEMD, IN

LAS VEZAS, NV

BLATREVILLE, GA
CELAHOMAE CITY, OK
SUMTEER, 2C
ROSERURG, OR

GREENWICH, CT

BURLIMGTCN, VT
INDIANA, PR

MANUET, MY

SAINT PETERZBURZ, FL

FATIRFAX, VA

MAT

MAT

SMB

MAT

AT

HMAT

SHM

HNAT

SHM

MAT

SMB

SHM

SHNM

S

MAT

SHM

HNAT

SHM

SHM

SIM

SHM

SMB

3,514

3,498

3,364
3,358
3,338
3,267

3,215

3,207
3,159
3,145
3,144

3,128

3,104
3,015
7999
2,583

2,963

2,839
2,808
2,205
2,204

2,871

35:514

3,498

3,364
3,3Es
3,338
3,267

3,215

3,207
3,152
3,14s
3,144

3,128

3,104
3,01k
25999
2,983

2,963

2,939
2,908
2,908
2,904

2,871

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

a7

a7

a7

a7

27

a7

a7

a7

a7

a7

a7

a7

27

a7

a7

a7

a7

27

a8

ae

a8

28

70

1z

22

19

a8

EE

&l

&4

42

93

47

&7

14

&3

48

2

73

40

99

100



UNITED BSHRS

LoCAT, OELAHCME BE
LOCAL FMCL CORP

WACHOVIA BANK OF DE NA

WACHOVIA CORP
FAEMERE & MRCH BE

COMMERCE BE SHCORE MA

COMMERCE B

PACIFIC MORTHWEST BE

WELLE FARGC & CO

BANE TX NA
BOK FC
MIZUHO CORP BE USR

UNIZAN BANE MNA

UNIZAN FINAMCIAL CORP

CCLE TRYLCRE BK
TAYLOR CAP GRP
BAMMNEE BE
BANNER CORP

INTRUST BE NA
INTEUST FC
HANCOCKE BE
HAMCOCK HC
LAREDD MB
IMCuUs
COMMERCE BE MORTH
COMMEECE B
INTEGER BE MA

INTEGEA BANEK CORP

BANK MIDWEST MA
DICKINSCN PO IT

MELLCM 13T BUZS BK NA

MELLOM FMCL CORP
SUN MB

SUM BC MJ
YTARDVILLE MNB

YARDVILLE MAT BC
ROCKLAND TC

INDEPENDENT BC

HARLEYSVILLE MB&TC

171

172

172

174

17E

17&

177

178

179

180

181

18z

183

194

18E

18s

187

1388

182

120

i

£04378

1224812

271769

911E

282871

E328E2

229913

754414

412135

e

Ek7T8EE

45373k

200750

782204

23241

£358ED

E27863

925710

1E&691e

£13008

284819

CELAHOMA CITY, CK
WILMINGTCN, DE
LOMG BEACH, CA
FORKED RIVEE, IMNJ

SEATTLE, WA

CALLAS, TX
MEW YORK, NV
CANTON, OH
ROSEMONT, IL

WALLA WALLA, WA

WICHITR, K=
GULFPOET, M=
LAREDC, TX
EAMEEY, INT

EVAMEVILLE, IN

KANSAE CITY, MO
LOS ANGELES, CA
VINELAMD, MJ
YTARDVILLE, MJ

ROCKLAND, MA

HARLEYSVILLE, PA

SMB

MAT

SME

MAT

SHM

MAT

SME

MAT

SME

SHNM

NAT

SHM

MAT

SIM

MAT

MAT

MAT

MAT

MAT

SHM

MAT

2,865
2,854
2,814
e R

2ol

2,78k
2,789
2,758
2,711

2,708

2,679
2,671
2,662
2,645

Z,635

Z2,621
2,602
2,589
2,567

2,537

2,503

2,868
2,854
2,814
2,795

22l

2,788
2,740
2,75&
2,711

Z,708

2,679
2,671
2,662
2,645

P e

2,621
2,602
2,589
2,587

B

2,503

100

100

100

100

100

100

100

100

100

ae

ag

a8

a8

a8

28

28

a8

a8

a8

a8

ae

a8

ae

a8

ag

ae

a8

a8

ag

ae

E3

26

15

22

kg

29

48

12

39

49

E3

12

79

&2

21

1&

5l

a7

100



HARLEYSVILLE MNAT CORP
VECTRAR BEK COLOEADO MA
ZIONE BC
ALLEGIANT BE
ALLEGTANT BANCOREE INOC
COMMUNITY TE BE INC
COMMUMNITY TR BZ
EROSPERITY BK
PROSPERITY BEHRE

MERCANTLE BK

SOUTH FMCL GROUP
ENC BEK DE

EMC FMCL SVC GROUP
CITY NBE OF FLORIDA

CITY MAT BSHRS
FIRST ME

FIRST ME GROUP
GOLD BE

GOLD BC

SANDY SPRIMG BE

SANDY SPRING BC
SCUTHWESET BE

MARSHALL & ILSLEY CORP
JOHMSCM BRI

JOHNSON FHNCL GRP
VALLEY IMNDEPEWDENT EBK

RABCBANK TINTL HCOLD BV
CENTRAL PRCTFIC BE

CENTRAL: PACIFIC FNCL CORP

TEERTABANIK
TEERIERNE CORP
WASHINGTON TE BE
WTB FC
AMBOY INB
AMBOY BC
MECHANTCE BE

TEXAE CAP BE NA
TEXAS CAP BSHERE

MID-STATE B&TC
MID-ST BEHES
BSE B&TC
BESBE B
CITY NB CF WV

192

1932

124

1%E

1%&

197

198

199

200

201

202

203

204

205

Z20&

207

209

210

211

212

213

933987

412152

E02811

664 7E:

1396652

83311

814430

GER2ET

ET92E2

E0g922

E4322E3

Eg243

277368

T01082

20817&

EgBevl

9807

936462

2618780

24266

13309

101152&

FAEMIMGTCON, INM
SATINT LOUIS, MO
PIKEVILLE, KY

EL CAMPO, TX

CRLANDO, FL
WIIMINGTCOM, DE
MIAMI, FL
EDIMBURG, TX

LERWOOD, KS

CLMEY , MD

SAINT LOUIS, MO
RACINE, WI

EL. CEMTEC, CA

HONOLULU, HT

LAFAYETTE, LA
SPOKANE, WA
CLD BRIDGE, INJ
EICHMOND, CA

DALLAS, TX

ARROYQ GRANDE, CA
BIMGHAMTON, NY

CHARLESTCHN, WV

MAT

SHM

SMB

SHM

SHM

S

MAT

MAT

SME

SME

SME

SME

SME

SHM

SMB

SHM

MAT

SHM

HMAT

SIM

SHM

MAT

2,471
2,470
Z,450

Zx444

2,443
2,421
2,415
2,410

P Bel

2,361
2,354
2,321
2,278

2,261

2,260
2,260
2,256
2,23k

2,233

2,219
2,219

Z,21a

Z2;43L
2,470
2,480

Z,444

2,443
2,421
2415
2,410

2,36l

2,36l
2,354
2,321
2,278

2,261

2,260
2,260
2,2k
2,235

PARNAL T

Z2,219
2219

z,21s

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

29

a9

29

g9

29

29

a9

29

a9

29

29

29

29

89

88

29

29

a9

29

29

29

29

57

8

28

&0

27

38

1

21

18

iz

e

26

21

48

zg

12

29

41

18

E4

100



CITY HC
EEPUELIC B&TC

REPUELIC BRANCCRE IMNC
SIGMATURE BE

ZOHAE HASHEMESH LE HRSHELOT

PLAIMSCAPTITAL BK
MAEDGEN & WHITE
FIRST ME ALASKA

FIEST IN BE MNA
FIEST IMN CORP

FECMTIEE BK
FEONTIEE FC

SECOMND MB
SECCND BC

SAN DIEGO MBE
FEOP CORP
IMPERIAL CAP BE
ITLA CAP CORP
WASHINGTON TOC
WASHINGTCON TE BC
MATIN ST BK
MATN ST BKE
MELLCH UNITED MBE
MELLON FNCL CORP

EIVERZIDE MB COF FLORIDA

EIVEREIDE BEG CO
ASSQCIATED BE MM MNA

ASSOCIATED BANC-CORP
CAPTTAL CITY BK

CARPITAL CITY BE GROUP
MIDWEST B&TC

MIDWEST BANC HOLD
COMMUNITY BES

COMMUNITY BES

ERIVATEBANE & T

PRIVATERANCORP
METLIFE BE MA

METLIFE
CAK BROCKE BK

FIRST CAK BROCK BSHRES
FIRST AMEE BK

FIRST AMEE BE CCRP
CALIFCRENIA CMEC BE

214

215

2le

217

zle

219

220

221

222

223

224

225

226

227

228

AT

230

231

232

233

2324

235

21&840

2942690

637451

114250

28987:

150071

3E1122

127260

1249890

215603

467630

E3033

101233

870258

876634

958436

138211

1842085

2777650

847543

85003:

TE0BE4

LOUISVILLE, KY

MEW YCRE, MY

LUBBOCK, TX
ANCHORAGE, AK
INDIANAPOLIS, IN
EVERETT, WA

WAEREMN, OH

SAN DIEGCO, CR
LA JOLLA, CR
WESTERLY, RI
COVINGTON, GA

MIAMI, FL

FCORT PIERCE, FL
MIMMEAPCOLIS, MM
TAILAHAESEE, FL
ELMWOOD PRREE, TIL

MILLEESBURG, PA

CHICAGD, IL
BRIDGEWATEER , IN.J
CAE BROCK, TIL
CARPENTEREVILLE, IL

CENTURY CITY, CA

SHNM

SHM

SME

MAT

AT

SMB

MAT

NAT

SHM

SHM

SHM

MAT

MAT

MAT

SMB

SMB

SHM

SHM

MAT

SHM

SHM

2,169

2,1s8

2,152
s
2,140
Z2,13z2

Z2,11z

2,105
2,069
2,085
2,031

2,013

2,003
1,963
1984
1,953

1,936

1,926
178L9
1,918
1,204

1,202

2,169

2,1s8

2152
2,151
2,140
2,132

2,112

2,105
2,089
2,085
2,031

2013

2,003
1,963
1,954
1,953

1,836

1,%2&
1819
1,218
1,204

1,68&

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

a9

85

29

29

a9

29

29

29

85

29

Q0

a0

90

20

a0

a0

90

90

90

90

o0

20

90

21

17

27

36

29

14

1&g

12

28

12

47

20

&l

14

43

1a

33

21



CITIGEDUP

CITY BE
CB BSHEE
EREMEE BE NA
OTTO BREMER FCUNDATTON
CHINATRUST BE UZA
CHINA TE HC
FIRST TR CCRP

CCOLUMBIA ST BE
COLUMBIA BEG SYS

HAMNCOCK BE OF LOUTSTRNA
HAMCOCK HZ
HAMNMI BEK
HANMI FC
FARE EAST MNBE
SIMOPAC BO
WEST SUBURBAN BK
WEST SUBUEBAN BC
PECPLES BE NA&
PEQPFLES RC

AMERICAN ST BK
AMERTCAN ST FNCL CORP
FIEST FMCL BE MA
FIEST FMCL BC
BANK OF NORTH GECRGIA
SYNCVUS FC
HUDSON VALLEY BK
HUDEOM VALLEY HCLD CORP
FIEST CMNTY BE NA
FIRST CMMNTY BSHRS

FEEMONT BK
FEEMONT BC
WEST COAST BK
WEST COAST BC
WELLE FARGC FNCL BE
WELLE FARGO & CO
BANK OF STOCKTON
18&7 WESTERM FC
BOSTON PRIVATE B&TC
BOSTOM PRIVATE FNCL HOLD

COMMUNITY BE

236

237

238

239

240

241

2432

2473

244

245

24&

247

248

249

zhk0

251

252

L

2b4

255

25&

776060

g00&857

996260

665052

2078280

lds4122

&ET3EE

&761&0

37E034

577128

822154

1lsE&28

932377

436711

Z3B3EDE

739860

E938E5

363286

479268

964700

770367

HOMOLULU, HI

SCUTH SAINT PAUL, MM

TCORREAMCE, CA
DENVEE, COC

TRCCMA, WA

BATCN ROUGE, LA
LOS AMGELES, CA
LOS AMGELES, CA
LOMBARD, IL

MARIETTA, CH

LUBBOCK, TX
HAMILTON, OH
ALPHARETTA, GA
TONKERS , WY

BLUEFIELD, W&

FEEMONT, CA
LAKE OSWEGD, OR
SIQUX FRLLS, 8D
STOCKTON, CA&

BOSTOM, MA

PASADEMA, CA

SHM

MAT

SHM

SNM

SHM

SHM

SMB

MAT

SHM

NAT

SNM

MAT

SNM

SHM

HAT

SHM

SNM

SHM

SNM

SHM

SHM

1,875
1.872
1,820
1,819

1,73&

1,777
1,757
1,750
1,744

el h

1,704
i 0
1,693
1,689

1,688

1,687
1,681
1,681
1,880

1,677

1,870

1,875
1,872
1,820
1,81%

1,785

L3773
1., FEF
1,750
1,744

i

1,704
1,701
1,693
1,889

1,688

1,887
1,881
1,881
1,&80

1,677

1,870

100

100

100

100

100

100

100

100

100

100

100

100

100

20

90

90

90

90

90

o0

90

90

90

90

90

90

90

o0

90

90

a0

90

o0

90

20

z28

137

i3

55

T

1

30

50

26

39

15

47

20

44

5

1le



STERLING ME
STERLING BC
STILLWATER MNEB:&TC
SOUTHWEST BC

PIMNACLE BE
PINNACLE BC
FAEMERS FIRST BK

SUSQUEHANNA EBSHRS

PAEK ME
PARK MNAT CORP
CHEMICRL B&TC
CHEMICAL FC
FIEET 5T BE MM
FIEST ST BC
F&M BE-WI

CITIZENS BEG CORP

UNIVEET NB&TC

UNIVEST COEP OF PA

CEMTUEY B&TC
CENTUERY BC

GEEAT SOUTHEEM BE
GEEAT SOUTHEEN BANCORE INC

LAFELAND BE
LAKELAND BC

BAMNKERS TC MA
BTC P

BAMNKERS BK

COMMUMITY EFMNCL SVC

PARKWAY B&TC
PAREMAY BC

FIRST CMREL EBK
SYNCOVUS PO

FIRST FMNCL EE MA
FIEST FC

BANK OF LAMNCASTER CTY MA
STERLING FNCL CORP

FAEMERS & MECHANICS BE
MERCANTILE BSHRES CORP

MANUFACTURERS BK

HAREIZ BE BARRINGTON MA

HARRIZ FC
FIRET BK

2E7

2k

259

260

261

282

263

264

265

266

267

268

269

270

271

272

273

274

275

27&

277

278

4619

298350

9138E5%

682611

489623

542649

236781

282141

3B4310

377908

ET72374

87009

81104¢c

740931

1001632

441324

933245

272711

gozlzg

930985

938233

216922

MEW YORK, NY
STILLWATEER, OK
PAPTLLICNM, ME

LITITZ, PA

MEWARK, OH
MIDLAND, MI
TAROS, MM
FAUKAUNA, WI

SOUDERTCM, PA

SOMERVILLE, MA
EEEDS ESPRING, MO
NEWFOUMDLAND, MJ
DES MOINES, IA

ATLANTE, GA

HAEWOOD HEIGHTE,
BIEMIMGHAM, AL
TEREE HAUTE, IN
STRASEBURG, PA

FREDERICEK, MD

LOS ANGELES, CA
BARRIMNGTON, IL

TROY, MNC

HNE;

MAT

MAT

SME

SHM

MAT

SMB

SMB

SMB

AT

SIM

SHM

SHM

MAT

SMB

SHM

SHM

MAT

MAT

SME

SHM

MAT

SHM

1,668
1,666
1,681

1,681

1,658
1,655
1,640
1,628

1,612

1599
T.,.597
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Wednesday, November 19, 2003

Attorney General Abbott Files Suit Against Non-
profit Credit Counseling Service

AmeriDebt actions involve 19,000 Texas consumers

AUSTIN - Texas Attorney General Greg Abbott today filed suit against the
nonprofit consumer credit counseling and debt management service AmeriDebt
Inc. and its affihated for-profit enterpnises, alleging multiple violations of the
Texas Deceptive Trade Practices Act.

The Attorney General notes that AmeriDebt has advertised itself as an IRS-
approved nonprofit counseling service for consumers strapped with heavy debt.
In fact, he said, the company uses those claims as a deception and cover to
solicit "voluntary donations" from consumers for services, while setting in
motion lucrative transactions of its high-profit businesses.

"This appears to be yet anaother shrewd tactic of gaining consumers' confidence
by hiding behind the word 'nonprofit,’ all the while gouging and taking
advantage of thase who are attempting to responsibly manage personal debt
and regain their creditworthiness,” said Attorney General Abbott.

Today's lawsuit seeks temporary and permanent injunctions to stop the
numerous misrepresentations being made by AmeriDebt and its for-profit
affiliates. The suit also asks the court to order restitution for consumers who
paid what they thought were "voluntary donations” to this nonprofit, among
other unwarranted expenses.

Named in the suit along with AmeriDebt are Debtworks Inc., which negotiates
with the consumers' creditors and processes payments, and Infinity Resources
Group Inc., which supposedly offers and finalizes consolidation loans. The suit
says an individual defendant, Andris Pukke confrols interactions with
consumers among the three entities. All are based in Maryland. The Federal
Trade Commission and the State of Minnesota are also expected to file similar
actions today.

Of 19,000 Texas consumers enrolled in the AmeriDebt program, only 50 have
actually obtained a debt consolidation loan, the suit alleges. AmeriDebt
promotes these loans as one of its overall goals, but Infinity, the actual lender,
rarely approves them.

Ameridebt advertises in radio, television and print media as a nonprofit
counseling organization that offers to negotiate payment terms with consumers’
creditors, as well as lend assistance in obtaining debt consaolidation loans

Consumers intially sign contracts with AmeriDebt and, at the company's urging,
pay a nonrefundable donation because they are led to believe the "nonprofit"
services as represented cannot be maintained without public contributions, the
suit says. Consumers also assume throughout the process they are dealing
only with the nonprofit AmenDebt, which purports to disburse a consumer's
monthly installment payments among creditors.

However, once a consumer signs a contract with AmenDebt, that person's file i1s
transferred to the for-profit Debtworks, which negotiates with creditors,
maintains a debt management plan and provides all customer service Infinity
Resources was established to execute debt consolidation loans, though very
few consumers were able to qualify for these

http://www.oag.state.tx.us/oagnews/release.php?id=284
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AmeriDebt calculates the consumer's "contribution” as an amount equal to what
that person will pay for debt services. The suit says most consumers are
deceived into thinking that their first payment goes to pay off creditors, when
AmeriDebt actually keeps the whole amount. Over time, creditors begin
assessing penalties and late fees against consumers for nonpayment. When
consumers attempt to contact the company fo find out about these late fees,
they find themselves in a "negotiation process” that further delays payment,
putting them deeper in arrears with creditors.

AmeriDebt claims it can reduce the amount of consumer debt by up to 50
percent; scale back the amount of time to pay off debt to three to five years;
and put a halt to harassing debt collectors. The Attorney General's lawsuit
disputes these claims.

Through the deceptive use of its for-profit enterprises, AmeriDebt generated
more than $70 million in revenue in 2002 and $50 million in 2001, spending $10
million each year in advertising.

View Plaintiff's Oniginal Petition
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MINUTES

SENATE COMMITTEE ON BUSINESS & COMMERCE
Monday, May 3, 2004
10:00 a.m.
Betty King Committee Hearing Room, 2E.20

kokoskoskock

Pursuant to a notice posted in accordance with Senate Rule 11.18, a public hearing of the Senate
Committee on Business & Commerce was held on Monday, May 3, 2004, in the Betty King
Committee Hearing Room, 2E.20, at Austin, Texas.

skeskoskoksk
MEMBERS PRESENT: MEMBERS ABSENT:
Senator Troy Fraser, Chairman Senator Kenneth Armbrister
Senator Kip Averitt, Vice-Chairman Senator John Carona
Senator Kim Brimer Senator Craig Estes
Senator Eddie Lucio, Jr. Senator Mike Jackson
Senator Leticia Van de Putte

skeskoskoksk

The Chairman called the meeting to order at 10:05 a.m. There being a quorum present, the
following business was transacted:

Chairman Fraser made brief opening remarks and advised that the Committee would be
discussing Interim Charge #2. The Interim Charge instructs the Committee to study the current
structure of Texas’ usury laws in order to determine how they are affected by federal law and
how state law impacts new economic development and job production in the State. This Charge
also instructs the Committee to complete a thorough assessment of the credit counseling and
debt management industry, including recommendations for improving services.

The Chairman advised that the Committee hearing would be structured to address the two major
issues within the Charge separately. The first issue under consideration would be usury, and the
second issue would be credit counseling and debt management. Chairman Fraser then called
Leslie Pettijohn, Consumer Credit Commissioner, to present her testimony on the usury issue;
Commissioner Pettijohn would be called later for testimony on the credit counseling issue.



Commissioner Pettijohn testified on Texas’ credit laws, commercial usury and consumer loans.
Following the Commissioner’s testimony and response to members’ questions, the Chairman
called Everette Jobe, General Counsel of the Texas Department of Banking, to discuss the impact
of Texas’ usury laws on commercial lending.

Upon completion of Mr. Jobe’s testimony and response to members’ inquiries, Chairman Fraser
called for public testimony on the usury issue. Witnesses testifying and responding to members’
questions are listed in the order of their appearance:

Val Perkins, Texas Business Law Foundation;

Bill Stinson, Texas Association of Realtors;

Karen Neeley, Independent Bankers Association of Texas; and,
John Heasley, Texas Bankers Association.

Following Mr. Heasley’s testimony, Chairman Fraser called Commissioner Pettijohn to present
her testimony on the consumer credit counseling and debt management issue. On completion of
Commissioner Pettijohn’s testimony, the Chairman called for public testimony. The following
witnesses testified:

Marianne Gray, Consumer Credit Counseling Service of Greater Fort Worth, and
Lucinda Rocha, Consumer Credit Counseling of Greater San Antonio.

Gail Cunningham, Consumer Credit Counseling Service of Wichita Falls, registered for the issue
but did not wish to testify.

Chairman Fraser then closed public testimony, and thanked everyone for their attendance and
participation.

There being no further business, at 12:42 p.m. Senator Fraser moved that the Committee stand
recessed subject to the call of the Chairman. Without objection, it was so ordered.
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Senator Tro Frase/r Chairman
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Tatum Baker, Clerk
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