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UNI TED STATES OF AMER CA
BEFCRE FEDERAL TRADE COW SSI ON

In the Matter of

THE ADM N STRATI VE COVPANY,
a Texas Corporation,

M CHAEL P. MO NTYRE, individually
and as an officer and director of
The Adm ni strative Conpany, and

DOCKET NO. C- 3731

PRE- PAI D LEGAL SERVI CES, | NC. ,
an Ckl ahorma Cor por ati on.

N N N N N N N N N N N N N

COVPLAI NT

The Federal Trade Comm ssion, having reason to believe that
The Adm ni strative Conpany, a corporation, Mchael P. MIntyre,
individual ly and as an officer and director of The Admnistrative
Conpany, and Pre-Paid Legal Services, Inc. ("Pre-Paid"), a
corporation (collectively, "respondents"), have violated the
provisions of Section 5 of the Federal Trade Comm ssion Act, as
amended, 15 U S.C 8 45, and it appearing to the Comm ssi on t hat
a proceeding by it in respect thereof would be in the public
interest, alleges:

PARAGRAPH ONE: Respondent M chael P. MclIntyre's current
address is 4328 Hol | ow Cak, Dallas, Texas 75287.

Respondent The Adm ni strative Conpany has ceased doi ng

business. Its address is the sane as that of M chael P
Ml ntyre.
Respondent Pre-Paid Legal Services, Inc., is an klahoma

corporation, with its principal office or place of business at
321 E Main Street, Ada, klahoma 74820.

PARAGRAPH TWO: Respondents, at all tines relevant to this
conpl aint, have advertised, pronoted, offered for sale, and sold
l[iving trusts to consuners. A living trust is a trust into which
an individual can place all of his or her assets during his or
her lifetime and, by transferring ownership of the assets to the
nane of the trust, thereby renove the assets fromthe
individual's estate.



PARAGRAPH THREE: The acts and practices of respondents
alleged in this conplaint have been in or affecting commerce, as
"comrerce" is defined in Section 4 of the Federal Trade
Comm ssi on Act.

PARAGRAPH FOUR: In the course of marketing their products
to the public, respondents, directly or through comm ssi oned
sal es agents, have caused to be dissemnated sales literature
concerning living trusts, including, but not necessarily limted
to, the attached Exhibits 1 and 2. This literature contains the
fol |l owi ng statenents:

(a) It is your legal right as a UNTED STATES Tax Payer to
establish a Living Trust. By establishing a Living
Trust, at your death your estate avoi ds PROBATI NG YOUR
WLL which can COST SEVERAL THOUSANDS of dollars in
| egal and executor fees and TAKE SEVERAL YEARS before
being transferred to your famly and | oved ones. YQU
RETAIN FULL CONTROL OF ALL ASSETS!

YQU COULD SAVE THOUSANDS
G- HARD EARNED DOLLARS!

Exh. 1.

(b) A LIVING TRUST elimnates ALL PRCBATE FEES and CCST.
: Wth a LIM NG TRUST, your famly wll not have to
go through probate, and can avoi d payi ng expensive
probate fees and costs. Exh. 2, p. 18.

(c) A LIVING TRUST allows a quick D STRIBUTION to your
heirs. Assets in probate court are often frozen two
years or nore, even with a WLL. A LIM NG TRUST all ows
t hese sanme assets to be distributed within days to your
| oved ones, since a LIVING TRUST avoi ds Probate Court.
Exh. 2, p. 17.

(d) Total assets [pass through a] living trust [to] spouse
or heirs [in] 1-3 days. Exh. 2, p. 24.

(e) A LIVING TRUST prevents a WLL CONTEST. . . . Through a
LI VI NG TRUST your wi shes will be carried out wthout
interference. Exh. 2, p. 17.

(f) Menbership entitles you to:



(9)

1. FREE LEGAL SERVI CES FOR PREPARATI ON OF A REVOCABLE

LIVING TRUST BY A QUALI FI ED ATTORNEY | N YOUR STATE

AND A FREE "POR OVER' WLL . Exh. 2, p. 8.

AN A-B LI VING TRUST protects agai nst catastrophic
MEDI CAL COSTS. . . . Wth an A-B LIM NG TRUST, if you
becone seriously ill, your trustee can nake gifts of
your property to your heirs, and three years



(h)

thereafter, can seek governnment benefits for your care,
so that the bul k of your estate will go to your heirs.
Exh. 2, p. 19.

| s There Anything Bad About a Living Trust? No. There
is nothing bad about a Living Trust. Exh. 2, p. 20.

PARAGRAPH FI VE: Through the use of the statenents contained
inthe sales literature referred to in PARAGRAPH FOUR i ncl udi ng,
but not necessarily limted to, the sales literature attached as
Exhibits 1 and 2, respondents have represented, directly or by
inplication, that:

(a)

(b)

(c)
(d)
(e)

(f)

(9)

The use of a living trust avoids all probate and
adm ni strati ve costs.

At death, aliving trust allows assets to be
distributed i mediately or al nost immedi ately.

A living trust cannot be chal | enged.
Living trusts are prepared by |ocal attorneys.

A living trust protects agai nst catastrophic nedical
costs.

Aliving trust is the appropriate estate planning
devi ce for every consuner.

There are no di sadvantages to a living trust.

PARAGRAPH SI X: In truth and in fact:

(a)

(b)

(c)
(d)

Aliving trust does not al ways avoi d probate and
admni strative costs.

The use of a living trust does not necessarily result
in imrediate distribution of assets since creditors nay
file clains against the trust instrument.

Aliving trust is not i mune fromchall enge.

Most living trusts prepared for AASC nenbers were not
prepared by local attorneys. Instead, of the 3, 064
living trusts prepared for AASC nenbers in 43 states,
approxi mately 3,000 were prepared by an Arizona
attorney licensed to practice law solely in Arizona and
New Yor K.



(e) Aliving trust does not protect against catastrophic
medi cal costs.

(f) Aliving trust is not appropriate for everyone. The
determnation of whether a living trust is appropriate
for a particular consuner requires an exam nati on of
the assets that conpose the consuner's estate, the
potential tax consequences of the estate plan, and the
obj ecti ves of the consuner.

(g) There are disadvantages to a living trust. For
exanpl e, while probate | aw i nposes a statutory deadline
beyond which creditors can no longer file clains
against a will, in sonme states, there is no | aw
l[imting the tinme that creditors may file clains
agai nst a trust instrunent.

Therefore, the representations set forth in PARAGRAPH FI VE were,
and are, false and m sl eadi ng.

PARAGRAPH SEVEN: Through the use of the statenents
contained in the sales literature referred to i n PARAGRAPH FOUR,
i ncluding, but not necessarily limted to, the sales literature
attached as Exhibits 1 and 2, respondents have represented,
directly or by inplication, that at the tine they nade the
representations set forth i n PARAGRAPH FI VE, respondents
possessed and relied upon a reasonabl e basis that substantiated
such representations.

PARAGRAPH EIGHT: In truth and in fact, at the time they
made the representations set forth i n PARAGRAPH FI VE, respondents
did not possess and rely upon a reasonabl e basis that
substanti ated such representations. Therefore, the
representation set forth in PARAGRAPH SEVEN was, and is, false
and m sl eadi ng.

PARAGRAPH NINE: In their advertising, pronoting, offering
for sale, and sale of living trusts, respondents have failed to
di scl ose that the transfer of an individual's assets into the
living trust was not included in the price paid for creating the
living trust and that it would be the responsibility of the
i ndi vi dual purchaser to transfer assets into the trust, once
created, or to arrange for another individual or entity to do so.
This fact would be material to consuners in deciding whether to
purchase a living trust and fromwhomto purchase a living trust.
The failure to disclose this fact was, and is, a deceptive act or
practi ce.



PARAGRAPH TEN: The acts and practices of respondents as
alleged in this conplaint constitute unfair or deceptive acts or
practices in or affecting commerce in violation of Section 5(a)
of the Federal Trade Comm ssion Act.

THEREFORE, the Federal Trade Comm ssion, on this fourteenth
day of April, 1997, issues this conplaint against said
respondents.

By the Comm ssi on.
SEAL

Donald S. dark
Secretary



