
UNITED STATES OF AMERICA 

FEDERA TRAE COMMISSION 
WASHINGTON , D.C. 20580 

Offce of the Secrtary 

Januar 26 2006 

Sandra F. Braunstein, Director

Division of Consumer and Community Affairs

Board of Governors of the Federal Reserve System

Washington, D. C. 20551


Dear Ms. Braunstein: 

This letter responds to your request for information regarding the enforcement activities 
of the Federal Trade Cormssion ("Commission" or "FTC") under the Truth in Lending, 
Consumer Leasing, Equal Credit Opportunity, and Electronic Fund Transfer Acts ("Acts ) durng
the 2005 calendar year, for use in preparng the Federal Reserve Board' s ("Board") Annual 
Report to Congress. You have asked for information regarding the Commission s enforcement 
activities pursuant to those Acts, including methods of enforcement, and the extent to which

compliance is achieved by entities subject to the Commission s enforcement authority. I Also

you have asked whether the Commission recommends any changes to these laws or their

implementing regulations or wishes to provide other comments or observations.


I. THE COMMISSION' S 2005 ENFORCEMENT ACTIVITIES UNDER THE ACTS 

Truth in Lendine: 


In calendar year 2005, the Commission continued its enforcement activities against 
unlawful subprime lending practices. The Commission entered into three settlements, and 
pursued two ongoing litigations in federal distrct court action for alleged violations ofthe TILA 

I The Commission is charged with enforcement of the Federal Trade Commission Act ("
FTC 

Act") and various federal consumer financial laws and regulations, including the Truth in 
Lending Act ("TILA"), Consumer Leasing Act ("CLA"), Equal Credit Opportunity Act 

ECOA"), aod Electronic Fund Transfer Act ("EFT A"), with respect to most nonban entities in 
the United States. The Commission does not have data regarding the extent of compliance by 
those numerous nonban entities. As a result, this letter does not provide information on that 
Issue. 
2 Information concerning the Commission 

s enforcement and other activities discussed in this 
report is also available at the Commission s Web site at http://www. fic. gov 
3 The Commission s enforcement activities under the TILA in 2005 pertained to credit 
violations. No enforcement actions alleging violations of the CLA, an amendment to the TILA 
were issued. 

http://www.fic.gov
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The Commission continued its litigation in federal distrct court against a mortgage broker 
Chase Financial Funding, and its principals, for alleged violations ofthe FTC Act, and the TILA 
and Regulation Z
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provided small personal loans to consumers in the subprime market, engaged in deception and 
other ilegal practices to induce consumers to unkowingly purchase expensive add-on products 
such as insurance and car club memberships, to paricipate in a "free" direct deposit program that 
was not in fact ITee, and to incur additional costs and fees by repeatedly refinancing their loans. 

http://ww.fic.govlbcp/conline/eventslkatrnalindex.html


http://ww.fic.govlbcp/conline/pubs/homes/rms.pdf
http://www.ftc.govlbcp/conline/edcams/oio/s-
http://ww.ftc.gOv/ftc/consumer.htm
http://ww.ftc
http://www.fic.gov/ftc/consumer.htm


Sandra F. Braunstein, Director 
Januar 26 2006 
Page 6


Mortgage Discrimination" and "Getting Credit."I6 In addition, the Commission continued its

participation in the Interagency Task Force on Fair Lending.


Transfer ActElectronic Fund 

Although no enforcement actions were issued in 2005 , there are ongoing investigations of 
potential EFT A violations. In addition , the Commission s new Hurrcane Recovery Web site 
discussed above, includes information on consumer protections under the EFT A, such as those 
against unauthorized debit card use, and links to financial resources. The Commission also issued 
updates to publications relating to electronic baning, including "Check 21 , Substitute Checks 
Electronic Processing, and What It Means To You."" The Commission s revised publication 
Credit and Your Consumer Rights " discussed above, also includes material on consumer 

protections under the EFT A. 

IMPLEMENTING 
REGULATIONS 

II. ANY SUGGESTIONS FOR CHANGES IN THE ACTS OR THEIR 

In 2005 , the Commission filed a comment supporting the Board' s proposal to revise 
Regulation E, which implements the EFT A, and its Official Staff Commentar. Among other 
things, the comment addressed the Board' s proposal regarding: I) electronic check conversion; 2) 
clear and conspicuous disclosure and consumer research; and 3) preauthorized electronic fund 
transfers. The comment is available on the Commission s Web site. 

The Commission has no other suggestions for changes in the Acts or their implementing

Regulations at this time.


16 See FEDERAL TRE COMM' , DISCRIMINACION CONTRA LOS SOLICITANTES DE HIPOTECAS 

http://ww.fic. govlbcp/conline/spanish/omes/s-mortgdis.pdf and FEDERA TRE COMM' 
EST ABLECIENDO CREDITO, at 
http://ww . fic. gov Ibcp/ conline/ edcams/ gettingcredit/ espano lIindex.html 

at 

17 See FEDERA TRAE COMM' , CHECK 21 , SUBSTITUTE CHECKS, ELECTRONIC PROCESSING 

AND WHAT IT MEANS TO YOU, at htt://ww.ftclbcp/conline/pubs/credit/check2I.pdf. This 

http://ww.fic.govlbcp/conline/spanish/omes/s-mortgdis.pdfand
http://ww
http://ww.fic.gov/opal2005/02/fY051O.htm
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The Commission hopes that the information contained in this letter responds to your 
inquiry and will assist in preparation ofthe Board' s Anual Report to Congress. If any other 
information would be useful or if you wish to request additional assistance, please contact Peggy 
Twohig, Associate Director, Division of Financial Practices, at (202) 326-3224. 

By direction ofthe Commission. 

Donald S. Clark 
Secretmy 


