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COMPLAINT FOR INJUNCTIVE
AND OTHER EQUITABLE RELIEF

The Federal Trade Commission alleges:

1. This is an action under Sections 5(a) and 13(5) of the Federal Trade Commission Act
(“FTC Act’;), 15 U.S.C. §§ 45(a) and 53(b), to secure permaﬁent injunctive relief and other equitable
relief, inéluding rescission, reformation, restitution, and disgorgement, égainsl Defendants for engaging

in unfair or deceptive acts or practices in or affecting commerce in violation of Section 5(a) of the FTC

Act, as amended, 15 U.S.C. § 45(a).
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JURISDICTION AND VENUE
2. ‘This Court has subjéct mattér juﬁsdiction over this matter pursuant to 15 USC v
§§ 45(a) and 53(b), and 28 U.S.C. §§ 1331, 1337(a), and 1345, |
) Venue is proper in the United States District Qourt for the District of Maryland
under 28 U.S.C. §§ 1391(b) and (c), and 15 U.S.C. § 53(b). | |
|  PARTIES

4. Plaintiff, the Federal Trade Commission, is an indepé_ndent égen'cy of the United

~ States Government created and given _stafutory authority and responsibiiity by the FTC Act, as amended, |
15U.S.C. §§ 41-58. The Commission is charged with enforcing Section 5(a) of thé FTC Act, 15 U.S.C.
§ 45(a), which prohibits unfair or deceptive acts or practices in or affecting commerce. ’I}le Connnisél;on
is authorized by Section 13(b) of the FTC Act, 15 U.S.C. § 53(5), to init‘iate federal district éouft
proceedings to enjoin violations of the FTC Act and to secure vsuch' equiiab]e rélief as may be appropriate
in each case, including, but not limited to, restitutidn and disgorgement. |

5. | Ballenger Group, LLC (“Ballenger Group™) is a Délawaré corporation with its principal
place of business at 321 Ballenger Center Drive, Fred_erick, Maryland. Ballenger Group provides |
comprehensive client servicing for credit counseling organizations. Ballenger Group transacts business
in this District.

6. Ballenger Holdings, LLC (“Ballenger Holdings™) is a Delaware cofporation with its
principal place of business at 321 Ba]]engér Center Drive, Frederick, Maryland. From January 1, 2003
to October 31, 2003, Ballenger Holdings owned 51% of the stock of Ballenger Group. As of October

31, 2003, Ballenger Holdings owns 100% of the stock of Ballenger Group.
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DEFﬁNDANTS’ BUSINESS PkACTICES
7. . Sincel anuéry 1, 2003, Ba‘llehgeaj_Group has been the sole servicing company for

Axnéﬁbebt, Inc. (“Amen'Debt”), a Maryland non-stock corporation that styles itself as a non-proﬁt credit
counseling organization dedicated to assisting consumers having difficulties with their personal finances.
AmeriDeBt provides debt management )plans (“DMPs”) to ité consumer clienté. DMPs allow consumers
to pay the credit‘counseling c’ﬁganization one coﬁso]idated monthly pﬁyﬁlent for all of their unsecured - -
‘debts that érc included ‘in the plan. ‘A_ﬁer the nﬁonthly paymentriis bollécfed, the organizatioh disburses |
payments té the creditors on the plan. Creditors often offv;r re'&ﬁced intér'est rates and waiyer of certéin
fees to consumers who pa; through a DMP.

' 8 Although AmeriDebt’s adﬂzertl;sing ahd promotional materials c.lailm. that it will provide
counseling services and teach consumers how to handle their finances in the future, in fact AmeriDebt
provideg no such servic\ffls' or education. Instead, AmeriDeblt. eﬂro_lls all of its clients in DMPs, and its
dealings with consumers consist of describing the DMPs and enrolling consuniers on the plans.

9. AmeriDebt represents, both in advertisements and in oral statements by its sales
- personnel, that it does not charge up-front fees for enrolling in the DMPs. In fact, AmeriDebt typically
retains jts clients’ first payment on the DMP and disburses none of it to creditors. In addition,
AmeriDebt describes itself as a nonprofit orgénization, but the fees it charges generate substantial profits
for associatéd‘for—proﬁt entities and individuals. |

10. Once AmeriDebt has enrolled the consumer in the DMP, AmeriDebt sends the

consumer’s file to its servicing company for performance of all services related to the DMP. Since

January 1, 2003, Ballenger Group has been the servicing company for all of AmeriDebt’s DMP
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accounts, and thrsrelatlonshrp has been the source of most of i 1ts revenue As AmeriDebt’ s servrcer, .
Ballenger has handled commumcatrons with credrtors and consumers, including setting up repayment
1enne with creditors, fielding incoming calls from consumers, rnakrng outgoing calls to consumers and
crediters, updating consumers’ information, collecting p'ay'men_ts from consumers, and disbursing
payments ro creditors. Its customer service employeeé answer -t_elephone calls identifying themselves as
_“Ar_neriDebt.” |

1. Bal]enger Group took over the eewicing operations fbrrrrerly perforl'med' b_)r DebtWorks
| Inc. (“DeBtWorks” ,a for-proﬁt company‘wholly owned by AnrlriS-Pu]&e (“Pukke”), who alse assisted
in the foundmg of AmenDebt Since that time, Ballenger Group has provrded all of the services that
, DebtWorks formerly provrded operating out of DebtWorks fonner ofﬁces emp]oymg DebtWorks’ |
former employees and workJng under the direction of several ofﬁcers and directors who previously held |
positions at DebtWorks. Ballenger Group was formed on December 27,2002. On January 1, 2003
DebtWorks transferred substantially all of its assets to Ballenger Group in exchange for 100% of
Ballenger Group stock. Simultaneously, ‘Defendant Ballenger Holdings purchased 51% of the stock
with a Joan from DebiWorks. Ballenger ‘Ho]dings then purchased the remaining 49% with another
DebtWorks loan on October 31, 2003.

12.  In the course of providing services to the AmeriDebt operation, Ballenger Groﬁp has
repeated to eonsumers by telephone some of the representations made by AmeriDebt. For example,

Ballenger Group employees have advised consumers that their payments would be paid to creditors and

that AmeriDebt is a non-profit entity.



FEDERAL TRADE COMMISSION ACT VIOLATIONS

Count I: Deceptive Omission That AmeriDebt Retains All or a Substantial
Portion of a Consumer’s First Payment as a Fee '

13.  Plaintiff incorpotates by ‘reference all’ the 'forego'in.g paragraphs.

14. Defendants have represented, expressly or by implication, that consumers’ payments w111
be disbursed to creditors. Defendants have failed to disclose that AmeriDebt keeps 511 ora substantial
pdrtion ofa consumer’s first payment as a fee. This fact would be rnaterial to censumers.' Defendants’.
failure te discloﬂse this fact, in light of the representations made, was, and is, a deceptive practice.

Count II: Misrept'esentation Thnt AmeriDebtIs a Non-Preﬁt Entity

15.  Plaintiff incorporates by reference all of the fonegoing paragraphs.

16. Defendants hdve represented, expressly or by itnpiication, that Am"'en"Debt is a non-profit
entit);. | -

17.  Intruth and in fact, AmeriDebt isnot a non-profit entity because it generates profits for
associated for-profit entities and individuals. Therefore, Defendants’ representations were, and are, false
or misleading.

CONSUMER INJURY

18. Consumers have suffered, and wt]l continue to suffer, substantial injury as a result

of Defendants’ violations of Section 5(a) of the FTC Act, 15US.C. § 45(;). | |
| PRAYER FOR RELIEF
WHEREFORE, Plaintiff requests that this Court, as authorized in Section 13(b) of the FTC Act,

15 U.S.C. § 53(b), and pursuant to its own equitable powers:



1. | Eﬁier judgment agailnst Defendants and m favof ofpiaintiff il'or each violation -
c_hérged in the Com}.)l'ain‘t;- | | i
| 2. Permanent]y enjoin and restrain. Defendants from violating the FTC Act as '
a]]egéd herein; |
3. Award such relief as the Court finds nécessa_ry to redress injury to coﬁsumers
resulting from Defendants’ vjoiations of the FTC Act, inc]uding, but not limited to, fhe recission of
| contracts, the refund _of monies, a,nq the disgér:gemeﬁt of ill-gotten m'dniles;, and |
"
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4. Award Plaintiff such other and addifional equitable relief as the Court may determine to '

be just and proper.

Date"d: November 14 , 2003

Respectfu]ly Submltted

FEDERAL TRADE COMMISSION
WILLIAM E. KOVACIC

General Counsel

UMauphe. R Revch
JEANNE-MARIE S. BURKE :
MAIYSHA R. BRANCH
Federal Trade Commission
600 Pennsylvania Avenue, NW
Room NJ-3158
Washington, DC 20580

" (202) 326-2874.(telephone)

(202) 326-3768 (fac&n%)

Local Counsel
ROBERT S. KAYE
MD.D.CT. # 09560
Federal Trade Commission
600 Pennsylvania Avenue, NW
Room H-238

- Washington, DC 20580
(202) 326-2215 (telephone)
(202) 326-3395 (facsimile)




