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Exhibit B -  Bankruptcy Reform Act of 1998 (Part 111), Hearing
on H.R. 3150 before House Judiciary Comm., 105
Cong., 2d Session 90-92 (1998)
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WASHINGTON, D.C. 20580

FOR YOUR INFORMATION MARCH 26, 1997

Debt-burdened consumers who answer ads thet offer to “congolidate bills" or "stop credit
harassment® may be the targers of bankruptey mitls, according to aicwpublicaﬁon from the
Federal Trade Commission. "Advertisements Promising Debt Relief May Be Offering
Bankruptey,” the FTC Consumer Alert wams, '

A recard one million consumers filed for bankruptey in 1996, according to the Alert, But
bankruptcy can have a long-term negative impact on creditworthiness; stays on your eredit report
for 10 years, and can hinder g consumer's ability to get credit, a Job, insurance or even a place to
live. "Although bankruptcy is one option to deal with finaneiat problems, it's generally
considered the option of last resort,” the publication says,

The Alert says that some DEWSDADCT, magazine and telephone directory ads give tip-offs
that their "debt consolidation” ads are really touting bankruptey mills, Ads that make claims

such as:
"Cansolidate your bills into one monthly payment withour borrowing;"

"Wipe out your debts! Consolidare your bills! How? By using rhe protection and
assistance provided by Jederal law;" and,

"Stop credit harassment, foreclosures, repossessions”. . -"Keep Your Froperty,”

may be touting bankruptey services which can hurt consumers® credit and cost attorneys’ fees,
the Alert says,

The FTC advises that before consldering bankruptey, consumers having trouble paying
their bills should: .

—Talkwiththd:uediwmwhomybeWiﬂingtoWDrkomamodiﬁedpaymcntphn;

— Contact & credit counseling service. Some nonprofit organizations charge little or
nothing for these services:; .

—Considzrasacondmonzagcmbomcequityuneofmdit.
« INOTE «
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The FTC Consumer Alert was developed in conjunction with the American Financial
Services Associetion which will distribute copies to conswumers through its nesrly 400 member

compenies.

Caopies of the consumer alert, " Advertisements Promising Debt Relief May Be
Offering Bankruptey" and other consumer publications are sveileble on the Lnterpet st the
FTC's World Wide Web site at: http:/www fic.gov (no perisd). Cephes alve are swaiiuble
from the FTC’s Public Referece Branch, Room 130, &5 Btrest and Penupyivanls Aveans,
N.W., Washington, D.C. 20580; 203-326-2222; TTY for the henring impaired 2632-326-2502,
To find out the latest news as it i announced, csll the FTC NewsPhone peeording et 202-
326-2710.

#EH
MEDIA CONTACT: Claudia Bourne Farrell, Office of Public Affairs
202-326-2181

STAFF CONTACT: Lucy Morris, Office of Consumer Protection
202-326-3295
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Faderal Trade Commission | Bureau of Consumer Protection @ Office of Consumar ang Businass

Advertisements Promising
Debt Relief May Be Offering Bankruptcy

Washington, D.C. -- Debt got you down? You're not alone. Consumer debt is at an all-time high. What's more,
record numbers of consumers ~— more than | million in 1996 —are filing for bankruptcy, Whether your debt di-
lemma is the result of an iliness, unemployment, or simply overspending, it can seem overwhelming, In your effort 1o .
get solvent, be on the alert for advertisements that offer seemingly quick fixes. While the.ads pitch the promise of debt
relief, they rarcly say relief may be spelled b-a-n-k-reu-p-t-cey. And although bankruptcy is one option to deal with
financial probl it's g Ity considered the option of last resort. The reason: its long-term negative {mpact on
your ereditworthiness. A bankrupicy stays on your credit report for 10 years, and can hinder your ability 1o get credit,
a job, insurance, or even a place to live.

The Federal Trade Commissi | 3to readt the lines when faced with ads in newspapers,
magazines or even telephone directorics that say:
“Consolidate your bills into one monthly payment without borrowing.”
“STOP credit harassment, foreclosures, repossessions, tax levies and garnishments,” “Keep Your Property.”
“Wipe out your debts! Consolidate your bills! How? By using the protection and assistance provided by federal law,
For once, let the lew work for you!”

You'll find out later that such phrasas often involve bankrupicy proceedings, which can hurt your credit and cost
youattorneys’ fees,

1fyou're having troubls paying your bllls, consider these possibilities before considering filing for bankruptey:

¢ Talkwith yowr creditors. They may be willing to work out a modified payment plan,

® Contact a credit counseling service. These organizations work with you and your creditors to develop debt
repayment plans. Such plans require you to deposit money each menth with the counseling service. Tho service
thex pays your creditors. Some nonprofit orgenizations charge little ornothing for their services,

» Carefully consider asscond morigage or home equity line of credit. While these loans may aliow you to con-
solidate your debt, they alsa require your home as collateral,

If none of these options is possible, bankruptcy may be the likely alternative. There ase two kinds of persomal
bankruptcy: Chapter 13 and Chapter 7, Exch must be filed in fedaral court, The current filing fee is $160, Anomey
fees arc additional and can vary widely. The consequences of bankruptey are significent and require carsful
consideration.

Chapter 13, aiso know as 2 reorganization, allows You to keep property, such as a mortgaged house or car, that
you otherwise might loge. Reorganization may allow you to pay ofTa default during period of three to five years,
rather than surrender any property.

Chapter 7, known as a straight bankruptcy, involves liquidating all assets that are not exempt in your state,
Exempt property may include work-related tools and basic housshold furnishings. Some property may be sold bya
court-appointed official or tumed over to creditors, You can file for Chapter 7 anly once every six years, Both types
of bankrupiey may get rid of unsecured debts and stop foreclosures, repossessions, gamishments, utility shut-offs, and
gebt collecrion activities. Both also provide exem ptions that allow you to keep certain assars, although exemption
armounts vary among states, Personal bankruptoy usually does not erase child support, alimony, fines, taxes, and some
student [oan obligations. Also, unless you have an acceptable pian to catch up on your debt under Chapter 13, bank-
ruptey usually does not allow you to keep property when your creditor has an unpaid mortgage or lien on It,

Vizitthe FTC web site at www.fic.gov, or contact the AFSA's Education Foundation at 1-388-400-2533 for more
aredit/money management information,

Produced in cooperation with the American Financial Services Associati March 1997




