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Disclaimer

A This presentation should be construed as an
overview of the issues discussed and not as

egal advice to anyone attending this

presentation or reading the accompanying

nandout. Specific legal guestions regarding

these concepts and their application to any

institution of higher education should be

di-rrected to the 1T nstit!




Partnership

« Inmy role as General Counsel for Willlams & Fudge, Inc.
|'have learned that the collection industry and specifically
the student loan niche are fundamentally the result of
successful partnerships.

« Partners share benefits and risks and that is why
understanding the bankruptcy reforms make institutions
and collection agencies better and more successful
partners.




Bankruptcy Reform

« \What do you know today?
« \What Is the whole story?
« \Where are we headed?

« Finally, what applies right now?




Bankruptcy.

« Just when we thought
;- ng s coul dn
confusing Congress
passed and the President
si.gnedad-.the nB
Abuse Prevention and |
Consumer Protection Act 3 B ;
0f 1200501 %BAP__ LI -
256)

« Passed 1t April 14, 2005

« Signed 1 April 20, 2005
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Bankruptey Basics

Article |, Section 8 of the U.S. Constitution grants
Congtress - the-power - to cre
S‘ubejcectiod-- Bankruptcies t

This completely preempts states from handling bankruptcy issues
and therefore all bankruptey laws and cases are federal.

The bankruptcy code is found at 11 U.S.C. - 101, et seq.

Fundamentally ‘bankruptcy 1 s to

place creditors in an appropriate priority for re-payment.




Bankruptcy Statistics

Bankruptey filings fell more than 9
percent in the last year and reached
the lowest level in about five years. |
MSNBC.com, Aug. 28, 2006

Mo-sit- - f Q. ers -(
cl- asso,.-meani n
$25k - $100K a year.

roughl
g -t hey
Filings plunged to a 20 year low in the
first guarter of 2006, but a rise in

cases following the first quarter raises

guestions about the new law. I CNN
Money.com, June 12, 2006

Oct. 2005 prior to new law 1 619,322
cases filed, Nov. 2005 | 13,758 cases
filed; and monthly filing have risen
each month since I CNN Money.com,
June 12, 2006




Bankruptcy Terms

« Petition I A bankruptcy « Jrustee I Appointed by

pegins wWhen a voluntary the court as the fiduciary

Or Involuntary petition for of the consumer. They

relief is filed in bankruptcy. either convert assets to

court. cash and distribute the

« Automatic stay i 11 money or manage the

U.S.C. - 362 i prohibits cconsumeros r ef
n-ail | ent rti es. plan under Chapter 1‘3 ac
tro. col'Ff'ect o a debt during

the bankruptcy.




