BEFORE THE DEPARTMENT OF DEFENSE '

In the Matter of
Request for Comment on Proposed Regulation Implementing Limitations on
Terms of Consumer Credit Extended to Service Members and Dependents
Docket No. DOD-2006-0S-0216

Comments of the Staff of the Bureau of Consumer Protection, Office of Policy
Planning, and the Bureau of Economics of the Federal Trade Commission

June 11, 2007*

* These comments represent the views of the staff of the Bureau of Consumer Protection,
Office of Policy Planning, and the Bureau of Economics of the Federal Trade Commission.
They are not necessarily the views of the Commission or any individual Commissioner.
The Commission has, however, voted to authorize the staff to submit these comments.
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II. The Act and the Proposed Regulation
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IV.  Scope of Proposed Regulation: Coverage of Entities
A. Proposed Coverage

The Act’s requirements apply to anyone who is a “creditor,” a person who “is engaged in -
the business of extending consumer credit” and “meets such additional criteria as are specified
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DoD to prescribe regulations implementing the definition of “creditor.! DoD’s proposed
regulation defines a “creditor” as a “person who is engaged in the business of extending
consumer credit with respect to a consumer credit transaction covered by this part.”** The Act
and the proposed regulation therefore cover all types of entities that extend payday loans, title
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FTC staff believes that the proposed definition of “creditor” in DoD’s proposed
regulation reflects a sound policy decision. As discussed above, the Act and proposed regulation
reflect a Congressional determination that the covered products and practices harm military
consumers. Exempting entities by category would restrict the protections accorded to these
Service members and their dependents. In contrast, under DoD’s approach, regardless of which
entity may solicit Service members or dependents, or that Service members or dependents may
contact (by Internet, telephone, mail, or in person) for covered credit products, these military
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federal bank regulators have discouraged the practice.** Accordingly, banks and other entities
have offered some of the specified credit products that the proposed regulation would restrict.

Banks and other entities are Sllb_] ect to regulatory overs1ght and various regulatory
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the specific lending requirements and protections that they address for military consumers.
Moreover, the Act does not grant bank regulators or other regulators aside from DoD the
‘authority to issue and enforce regulations concerning its requlrements including those that are
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Thus, the contemplated exemption would leave banks and other entities free to extend
payday loans, title loans, and RALSs to military consumers without limitation, while imposing
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regulation is a reasonable approach.”

V. Conclusion
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prevent practices that Congress concluded were causmg harm to m1htary consumers and because
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