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VIA ELECTRONIC TRANSMISSION

Mark T. Uyeda
Acting Chairman
U.S. Securities and Exchange Commission

The Honorable Andrew N. Ferguson
Chairman
The Federal Trade Commission

Dear Acting Chairman Uyeda and Chairman Ferguson:

The U.S. Securities and Exchange Commission (SEC) and the Federal Trade
Commission (FTC) serve important roles to ensure businesses in our country do not defraud
customers. The SEC’s three-part mission includes “Protecting Investors;” “Maintaining Fair,
Orderly, and Efficient Markets;” and “Facilitating Capital Formation” and the FTC’s mission is
to “protect| ] the public from deceptive or unfair business practices and from unfair methods of
competition through law enforcement, advocacy, research and education.”! To achieve these
ends, both the SEC and FTC have the ability to conduct investigations.?

The Knot is a wedding planning business that offers planning tools and a wedding vendor
marketplace.® It was owned by XO Group, Inc. (XO Group) alongside other businesses such as
The Bump and The Nest.* In 2018, XO Group—The Knot’s parent company—was acquired by
Permira Funds and Spectrum Equity for $933 million.> Then, it merged with WeddingWire and
rebranded as The Knot WorldWide (The Knot).® The Knot is now a global company whose core
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business serves as an online “wedding Vendor Marketplace” hosting over 200,000 local wedding
professionals.’

I have recently been alerted of alleged deceptive business practices by The Knot from
several lowa small businesses that suspect they have been defrauded. Namely, they separately
told my staff that they entered into a contract with The Knot which assured the businesses it
would advertise them on its website and then provide the businesses with a monthly supply of
high-quality leads.® However, according to the businesses, The Knot defrauded them by
providing leads that were either largely worthless or completely fake. Also, according to the
businesses, they entered into contracts under pressure of special pricing that were for a limited
time, which turned out to be allegedly false.® Further, they were promised exceptional customer
service to help their businesses succeed.!® However, they informed my staff they instead
experienced the opposite on all accounts and were provided an unacceptable level of customer
service.!! One of these Iowans told my staff they were repeatedly ignored by The Knot.'> When
they had enough of this treatment, the businesses told my office they had great difficulty
canceling their contracts to keep their credit cards from being charged, even going so far as to
hire an attorney and threaten litigation. '3

Whistleblowers have also alleged deceptive business practices before XO Group was sold
to the private equity firms forming The Knot WorldWide.'* For example, following a relaunch
in 2015, The Knot allegedly “violated” its contracts with local and national media partners who
paid to advertise on The Knot’s website.!> Whistleblowers alleged that roughly 25,000 partners
ranging from mom-and-pop shops to retailers such as Macy’s, Walmart, and Crate & Barrel paid
to have their advertisements shown on The Knot’s website in 2015.'° However, whistleblowers
have alleged that these advertisements did not appear where they were contractually supposed
to—if the ads ran at all.'” When the whistleblowers brought the problem to management, they
reportedly found it was a part of an intentional “scheme.”'® The scheme allegedly involved
executives instructing the sales support team to bypass The Knot’s compliance system to
reprogram advertisements to appear on lower-value areas of the website than where the customer
paid for.!” Whistleblowers reported, “[t]he company was generating revenue under false
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pretenses. And executives were instructing support staff to conceal this scheme from the sales
team—presumably so we would keep selling.”?° In fact, several former employees said that The
Knot, at that time, had “been committing financial fraud for years and that executives
‘accelerated revenue’ and orchestrated ‘a textbook pump and dump’ to drive up the company's
stock price before it was sold for almost $1 billion and merged with rival WeddingWire in
2018.”2! These are very serious allegations that ought to be investigated.

Further, additional former employees have alleged that former top executives
“aggressively silence[d] those who tried to raise alarms,” and that executives pushed to wash
their hands of the issues and silence employees by pressuring them to sign non-disclosure
agreements, holding employees in rooms until their stories changed, forcing people out of the
company, and even withholding bonuses and other forms of payment.??

Small businesses from across the nation, and corporate retailers, have raised these issues
in recent years. For example, 700 people from across the nation have signed a petition asking
congressional leaders to investigate The Knot for fraudulent business practices.?> Moreover, it
was reported last year that The Knot has been accused of “systematically swindling clients for
years...” including major corporate retailers such as Macy’s and David’s Bridal.>* Consistent
with the information Iowan businesses provided me, one FTC complaint against The Knot
reportedly claimed “about 70%-80% of the leads are scams.”?* In fact, several news outlets,
including Forbes, the New York Post, and Business Insider, reported The Knot’s rampant issues
and alleged damaging business practices in recent years.?® For example, one Ohio DJ told
Forbes The Knot would not let him cancel his contract when he was getting “zero ROI” and only
scam leads despite spending thousands on advertising.?’

Whistleblowers have reportedly gone to you with allegations of “ongoing violations of
federal laws by both former and ongoing company management.”?® Sean McKessy, the first
chief of the SEC Office of the Whistleblower, told Forbes that these whistleblower claims would
be of interest to the agency.?’ However, it is now unclear what, if anything, is being done to
investigate these allegations.

Accordingly, what steps have you taken to investigate the allegations? I would like to
know, and I’m sure all these small businesses would as well, whether the allegations raised in the
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news reporting are true and accurate. If they are, these matters ought to be reviewed so that this
type of conduct stops, violators are held accountable, and consumers are protected.

Thank you for your prompt review and responses. If you have any questions, please
contact Jace Pimentel on my Committee staff at (202) 224-5225.

Sincerely,

it

Charles E. Grassley
Chairman
Committee on the Judiciary



