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UNITED STATES OF AMERICA
Before the
CONSUMER FINANCIAL PROTECTION BUREAU

ADMINISTRATIVE PROCEEDING
File No. 2015-CFPB-0029 RESPONDENTS LIST
OF CONTROVERTED
In the matter of: |SSUES OF FACT
INTEGRITY ADVANCE, LLC and

JAMESR. CARNES

N N N N N N N N N

RESPONDENTS LIST OF CONTROVERTED ISSUES OF FACT

On March 9, 2016, this Court issued an Order Directing Partiesto Meet and Confer for the
Purpose of Entering Into Joint Stipulations of Fact (“Order”), ingructing the partiesin the above-
captioned proceeding to develop and file ajoint stipulation of uncontested facts to inform ora
arguments on Respondents Motion to Dismissthe Notice of Charges. On March 23, the Consumer
Financia Protection Bureau (“CFPB” or “Bureau”) filed the Parties’ Joint Stipulations of Fact and
two exhibits on behalf of itsdf and Respondents Integrity Advance, LLC and JamesR. Carnes.

This Court also ordered that the parties submit alist of controverted issues of fact where
the opposing party “proposes a stipulation which cannot be agreed to.” Order at 1. This Court
ordered that the list of controverted issues of fact contain (1) the party’ s objection to the
proposed stipulation of fact, (2) the factual basis of the party’ s objection, and (3) a specific list of
the legal authority that supports the party’ s position. Seeid.

The parties exchanged initial draft lists of proposed stipulations on March 17. The parties

met and conferred regarding the lists on March 21. The parties exchanged revised lists on March
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22, and continued to coordinate with regard to the Order on March 23. The chart set out below
responds to the Bureau' s proposed stipulations of fact to which Respondents do not stipul ate.

Respondents generally object to the number and scope of the Bureau’s proposed
stipulations of fact. The proposed stipulations—184 controverted proposals, in addition to the
joint stipulations—far exceed what would be necessary to comprehensively set out the
uncontested statements of fact needed to “narrow the issues in dispute and clarify the positions of
the parties in anticipation of the upcoming ora argument on Respondents Motion to Dismiss.”
Id. Inrequesting, pursuant to the Order, that Respondents stipulate to statements of fact and
conclusions of law covering, presumably, almost every aspect of the Bureau’s case, Enforcement
Counsel effectively (and improperly) shiftsits burden of proof in this matter to the Respondents.
See 12 C.F.R. § 1081.203(a) (“Enforcement counsel shall have the burden of proof of the
ultimate issue(s) of the Bureau’'s claims at the hearing.”).

Respondents’ objections to the Bureau’ s proposed stipulations of fact fall into one or
more of six discreet categories of objections:

A. Theproposed statement of fact callsfor a conclusion of law.

Approximately sixty of the Bureau’ s proposed stipulations of fact (roughly one-third of
list below) call for the Respondents to stipulate to conclusions of law regarding the Bureau’'s
authority or elements of its claims under the Truth in Lending Act (“TILA”) and Regulation Z,
Electronic Fund Transfer Act (“EFTA”) and Regulation E, and the Consumer Financial
Protection Act (“CFPA™). However, drawing legal conclusionsisthe role of this Court, not the
parties. See H. Hackfeld & Co. v. United Sates, 197 U.S. 442 (1905) (“It may be conceded that
where the facts are all stated, the court cannot be concluded by a stipulation of the parties asto

the legal conclusions to be drawn therefrom . . . .”); see also Swift & Co. v. Hocking Valley Ry.
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Co., 243 U.S. 281, 28990 (1917) (“If the stipulation is to be treated as an agreement concerning
the legal effect of admitted facts, it is obviously inoperative; since the court cannot be controlled
by agreement of counsel on a subsidiary question of law.”).

Conclusions of law are not factual issues to which Respondents can stipulate. Saviano v.
C.I.R, 765 F.2d 643, 645 (7th Cir. 1985) (“[P]arties may not stipulate to the legal conclusions to
be reached by the court.”); Tl Fed. Credit Union v. DelBonis, 72 F.3d 921, 928 (1st Cir. 1995)
(same). Moreover, courts have held in other contexts (under Rule 36 of the Federal Rules of
Procedure) that seeking admissions of conclusions of law isimproper. See, e.g., United Sates v.
Schine Chain Theatres, 4 F.R.D. 109 (W.D.N.Y. 1944) (noting that a governmenta plaintiff’s
request for admission or denial asto an element of liability under Section 1 of the Sherman Act
was improper); Mahaney v. Doering, 260 F. Supp. 1006, 1008 (E.D. Pa. 1966) (stating that a
request for admission of matter of law as opposed to relevant matter of fact isimproper).

B. Theproposed statement of fact contains characterizations or hypotheticalsto which
Respondents cannot stipulate.

Many of the Bureau' s proposals contain characterization or hypotheticals to which
Respondents cannot stipulate. Courts have held in other contexts (under Rule 36 of the Federal
Rules of Procedure) that requests for admissions that contain implications or characterizations that go
beyond a specific factua admission are objectionable and do not congtitute valid statements of fact.
Cf. Johnstone v. Cronlund, 25 F.R.D. 42, 45 (E.D. Pa. 1960) (“Requests which are phrased so asto
infer unfairly aparticular or varied conclusion from the fact admitted are objectionable. Likewise,
requests which are haf-truths are objectionableif such haf-truths would infer a conclusion different
from the whole truth.”) (internal citation omitted). Moreover, “arequesting party should not state
‘haf of fact’ or ‘hdf truths which require the answering party to quaify responses.’” Havenfield

Corp. v. H & RBlock, Inc., 67 F.R.D. 93, 96-97 (W.D. Mo. 1973).
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C. Theproposed statement of fact contains characterizations, mischar acterizations,
and generalized descriptions of the contents and effect of documents.

Several of the Bureau’s proposed stipulations involve, as a general matter, what Integrity
Advance' s applications and/or loan agreements said, did, or may have been interpreted to say or
do by consumers. Respondents cannot join these proposals because they attempt to characterize
a document through paraphrasing, general descriptions, and conclusions, when the document
speaks for itself. Courts have noted, in evidentiary contexts, that descriptions of documents are
inappropriate as evidence. See Music Grp. Macao Commer. Offshore, Ltd. v. Foote, 2015 U.S.
Dist. LEXIS 81415 (N.D. Cal. June 22, 2015) (“The Court will consider the letter itself, but not
defense counsel’ s description of the document’s contents.”). Indeed, Respondents have
stipulated to the authenticity of certain forms. See Parties' Joint Stipulations of Fact (No. 12).

D. Theproposed statement of fact isnot an accuraterecitation of admissible facts
suitablefor joint stipulation.

Proposals that seek stipulation to facts that may be inadmissible are inappropriate, since
“[o]nce astipulation of fact is made, ‘the one party need offer no evidence to prove it and the
[o]ther is not allowed to disproveit.”” U.S exrd. Miller v. Bill Harbert Int’| Const., Inc., 608
F.3d 871, 889 (D.C. Cir. 2010) (quoting 9 Wigmore, Evidence § 2588 (Chadbourn rev. 1981)).

E. Respondents haveinadequate knowledge or information sufficient to form a belief
asto the proposed statement of fact.

Respondents cannot join a stipulation to proposed statements of fact for which
Respondents do not have sufficient knowledge or information to form abelief as to the statement
of fact.

F. Theproposed statement of fact isnot necessarily accur ate.

Respondents cannot join proposed stipulations that Respondents do not know to be
entirely accurate.
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RESPONDENTS OBJECTIONS TO BUREAU’'S PROPOSED STIPULATIONS

Bureau’s Proposed Stipulations

Respondents Objectionsto Proposed
Stipulation of Fact and Related Factual Basis
of Objections

Supporting Legal Authority

The Bureau is authorized to enforce federal
consumer-financia law. 12 U.S.C.
88 5511(c)(4), 5512(a), 5563, 5564.

The proposed stipulation constitutes a
conclusion of law.

See Section A at p.2.!

12 U.S.C. 88 5511(c)(4), 5512(a),
5563, 5564.

Federa consumer financia law includes the
Truthin Lending Act (‘TILA’), 15 U.S.C.
88 1601 et seq., and the Electronic Fund
Transfer Act (‘EFTA’), 15 U.S.C. 88 1693
et seg., except with respect to Section 920
of EFTA. 12 U.S.C. § 5481(12)(C), (O),
(14).

The proposed stipulation constitutes a
conclusion of law.

See Section A at p.2.

15 U.S.C. 88 1601 et seg.; 15 U.S.C.
88 1693 et seq.

The Bureau has jurisdiction over this matter
pursuant to Sections 1053 and 1055 of the
Consumer Financial Protection Act
(‘CFPA’). 12 U.S.C. 88 5563, 5565.

The proposed stipulation constitutes a
conclusion of law.

See Section A at p.2.

12 U.S.C. 88 5563 (covering
“hearings and adjudicative
proceedings’), 5565 (covering “relief
available”).

Under 12 U.S.C. § 5563, the Bureau may
bring adjudication proceedings to enforce
federal consumer financial law.

The proposed stipulation constitutes a
conclusion of law.

See Section A at p.2.

See generally 12 U.S.C. § 5563
(“covering hearings and adjudicative
proceedings’).

! To reduce repetition and aid the Court’s review of Respondents’ Objections to the Bureau’ s Proposed Stipulations, the column titled
“Supporting Legal Authority” often refers back to the discussion and citations included in the previous lettered sections, in addition to
citations to the statutes, regulations, and/or case law at issue.
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Respondents Objectionsto Proposed
Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
. . . The proposed stipulation is not an accurate
5 Carne_s directly or indirectly supervised all recitation of admissible facts suitable for joint See Section D at p.4.
Integrity Advance employees. . .
stipulation.
. . The proposed stipulation is not an accurate
6 Qarnes made 'theflnal decision whether to recitation of admissible facts suitable for joint See Section D at p.4.
hire all Integrity Advance employees. stipulation
Carnes worked in the office with other The proposed stipulation is not an accurate
7 | Integrity Advance executiveson adaily recitation of admissible facts suitable for joint See Section D at p.4.
basis. stipulation.
Carnes had an open door policy and was The proposed stipulation is not an accurate
8 | accessibleto any Integrity Advance recitation of admissible facts suitable for joint See Section D at p.4.
employee who wanted to talk. stipulation.
: : : The proposed stipulation is not an accurate
9 Cafnes spoke_ daly V.V'th Integrity Advance recitation of admissible facts suitable for joint See Section D at p.4.
Chief Operating Officer Edward Foster. stipulation
Carnes met with Integrity Advance Chief . .
Operating Officer Edward Foster “afew Thg pr'oposed st pulgtlon IS not an accurat.e. .
10 | . ” . recitation of admissible facts suitable for joint See Section D at p.4.
times aweek” about Integrity Advance . ;
. stipulation.
business.
As CEO, Carnes had the authority to make | The proposed stipulation is not an accurate
11 | al decisions governing Integrity Advance's | recitation of admissible facts suitable for joint See Section D at p.4.
policies and procedures. stipulation.
Carnes reviewed the template attached as The proposed stipulation is not an accurate
12 | Ex. A beforeit was used to generate loan recitation of admissible facts suitable for joint See Section D at p.4.
contracts. stipulation.
The proposed stipulation is not an accurate
13 Carnes approved the use of the template recitation of admissible facts suitable for joint See Section D at p.4.

attached as Ex. A.

stipulation.
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
Carnes reviewed the template attached as The proposed stipulation is not an accurate
14 | Ex. B beforeit was used to generate loan recitation of admissible facts suitable for joint See Section D at p.4.
contracts. stipulation.
The proposed stipulation is not an accurate
15 Carnes gpproved the use of the template recitation of admissible facts suitable for joint See Section D at p.4.
attached as Ex. B. . ;
stipulation.
Lr:r?g;géev%]aggﬁgﬁnng?i 2” (e)iftklfesr the The proposed stipulation is not an accurate
16 g recitation of admissible facts suitable for joint See Section D at p.4.
template attached as Ex. A or the template ipulation
attached as Ex. B. P '
Integrity Advance, either directly or through . _ .
17 | athird party vendor, serviced the loans that The proposed stipulation s not necessarily
o accurate.
it originated.
Integrity Advance, either directly or through , . .
18 | athird party vendor, collected money from ggfr);toeposed stipulation is not nec iy
consumers related to the loans it originated. '
A magjority of Integrity Advance consumers : o .
19 | applied for aloan with the company zcelﬁ;toeposed Stipulation is not necessarily
through an online lead generator website. '
The lead generator websites did not contain | Respondents have inadequate knowledge or
20 | information about |oan terms specific to information sufficient to form a belief asto the

Integrity Advance' sloans.

proposed stipulation.
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
The lead generator websites did not contain | Respondents have inadequate knowledge or
21 | information about |oan costs specific to information sufficient to form a belief asto the
Integrity Advance'sloans. proposed stipulation.
Integrity Advance consumers did not know | Respondents have inadequate knowledge or
22 | the APR for their loan until after they had information sufficient to form a belief asto the
completed an online application. proposed stipulation.
When consumers completed an application
on alead generator website, their The proposed stipulation is not necessarily
23 | . : _
information was forwarded to Integrity accurate.
Advance.
Integrity Advance used the consumer’s The proposed stipulation is not necessaril
24 | information to populate the Integrity brop P y
e accurate.
Advance application and loan documents.
o5 Integrity Advance presented consumers The proposed stipulation is not necessarily
with loan documents in two formats. accurate.
In one format, Integrity Advance presented
the completed loan documents in four , . .
26 | individual pieces: the application, the loan l&fgm"eposed Stipulation i not necessarily
agreement, the ACH authorization, and the '
arbitration agreement.
In another format, Integrity Advance
57 presented the application, the loan The proposed stipulation is not necessarily

agreement, the ACH authorization, and the
arbitration agreement as a single document.

accurate.
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
After Integrity Advance approved the loans,

8 it sent some Integrity Advance consumers | The proposed stipulation is not necessarily
an electronic copy of the all loan documents | accurate.
presented as a single document.
Not every Integrity Advance consumer Respondents have inadequate knowledge or

29 | received acopy of their signed loan information sufficient to form a belief asthis
documents. proposed stipulation.
Each completed |oan agreement sent to Respondents cannot stipul ate to a general

30 | consumersincluded a Truth in Lending description of the contents or operation of a See Section C at p.4.
disclosurein abox (the ‘TILA box’). document. The document speaks for itself.
The TILA box stated the loan APR, finance | Respondents cannot stipulate to a general

31 | charge, amount financed, and total of description of the contents or operation of a See Section C at p.4.
payments. document. The document speaks for itself.
For each |oan originated by the company,

3 Integrity Advance calculated each part of The proposed stipulation is not necessarily
the TILA box by assuming that the loan accurate.
would be repaid in a single payment.
Some Integrity Advance contracts included
a statement immediately below the TILA The proposed stipulation is not necessaril

33 | boxes stating that the payment schedule was brop P y

“one (1) payment” of asum equal to the
loan amount plus a single finance charge.

accurate.




2015-CFPB-0029

Document 057  Filed 03/23/2016

Page 10 of 44

Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
All Integrity advance contracts based on Ex.
A included a statement immediately below
2 the TILA boxes stating that the payment The proposed stipulation is not necessarily
schedule was “one (1) payment” of asum accurate.
equal to the loan amount plus asingle
finance charge.
Some Integrity Advance contracts contained | Respondents cannot stipulate to a general
35 | astatement below the TILA box that read description of the contents or operation of a See Section C at p.4.
“Itemization of Amount Financed.” document. The document speaks for itself.
For a $500 loan to a new consumer, the
itemization of amount financed would :
36 | include the following language: “ Amount E eﬁp?ﬁeci_enatﬂs qzt:\ngtc_)t Stipulate to the proposed
given to you directly: $500. Amount paid ypothetical Situation.
on Loan# [xx] with us: $650.”
Xgi/fnsczcggr]cﬁarng:;ggt%cﬁ :)?tﬁgrr ||t gan The proppse(_j stipulation contains inherent _
37 1 , i ' characterizations that preclude factual See Section B at p.3.
ntegrity Advance auto-renewed the . )
, stipulation.
consumer’ s |oan.
. The proposed stipulation contains inherent
In order to prevent Integrity Advance from characterizations that preclude factual
auto-renewing the loan, a consumer had to stipulation
38 | contact Integrity Advance three business ' See Section B at p.3.

days before the payment was due and
change the payment option.

The proposed stipulation is not necessarily
accurate.

10
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
. . The proposed stipulation contains inherent
I aconsumer did not contact Ir!tegrlty characterizations that preclude factual
Advance three business days prior to a ipulation
39 | payment due date to change the payment P ' See Section B at p.3.
option, Integrity Advance automatically , . .
renewed the loan up to four times, The proposed stipulation is not necessarily
accurate.
The proposed stipulation contains inherent
The default payment option in all Integrity ;ri\aruﬁir)lﬁatlonsthat preclude factual
40 | Advance consumer contracts was the auto- P ' See Section B at p.3.
renewal option. The proposed stipulation is not necessarily
accurate.
The proposed stipulation contains inherent
After four auto-renewals, the default characterizations that preclude factual
a1 payment option for all Integrity Advance stipulation. See Section B a p.3.
consumer contracts was the auto-workout
option. The proposed stipulation is not necessarily
accurate.
In order to change the terms of the contract The proppseq stipulation contalns inherent
. . characterizations that preclude factual
to the pay-in-full payment option, a stipulation
42 | consumer had to contact Integrity Advance P ' See Section B at p.3.

three business days prior to the payment
due date and change the payment option.

The proposed stipulation is not necessarily
accurate.

11




2015-CFPB-0029

Document 057  Filed 03/23/2016

Page 12 of 44

Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
The proposed stipulation contains inherent
. : characterizations that preclude factual
The pay-in-full payment option was never ipulation
43 | the default payment option in Integrity P ' See Section B at p.3.
Advance's consumer contracts. The proposed stipulation is not necessarily
accurate.
The proposed stipulation contains inherent
When Integrity Advance auto-renewed a gtr;aruﬂ?gﬁa“ ons that preclude factual
44 | loan it would debit only the finance charge P ' See Section B at p.3.
from the consumer’s account. The proposed stipulation is not necessarily
accurate.
The proposed stipulation contains inherent
The payment of the finance charge by an characterizations that preclude factua
auto-renewed consumer would not reduce stipulation. .
45 the principal amount owed by the See Section B at p-3.
consumer. The proposed stipulation is not necessarily
accurate.
The proposed stipulation contains inherent
When Integrity Advance auto-renewed a characterizations that preclude factual
16 loan it would charge the consumer another | stipulation. See Section B at p.3.

finance charge equal to theinitial finance
charge.

The proposed stipulation is not necessarily
accurate.

12
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
The proposed stipulation contains inherent
If aconsumer did not contact Integrity characterizations that preclude factual
Advance to change the terms of her loan, stipulation. .
ol Integrity Advance would automatically See Section B at p-3.
renew the loan four times. The proposed stipulation is not necessarily
accurate.
The proposed stipulation contains inherent
characterizations that preclude factual
48 Each renewa would incl ude?he payment, stipulation. See Section B a p.3.
by the consumer, of the full finance charge.
The proposed stipulation is not necessarily
accurate.
The proposed stipulation contains inherent
Payment of each of these finance charges ;?aruﬁ(ie(r)ﬁatlonsthat preclude factual
49 | would not reduce the principal amount P ' See Section B at p.3.

owed by the consumer.

The proposed stipulation is not necessarily
accurate.

13
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
After Integrlty A_dvance auto-rene_wed a The proposed stipulation contains inherent
loan four times, if the consumer did not A
i . characterizations that preclude factual
contact Integrity Advance three business ipulation
50 | daysprior to the next payment date to P ' See Section B at p.3.
change the payment opt on, the company The proposed stipulation is not necessarily
would put the consumer into auto-workout
accurate.
status.
The proposed stipulation contains inherent
During auto-workout, Integrity Advance ;?aruﬁir)lﬁatlonsthat preciude factual
51 | would debit the consumer an amount equal P ' See Section B at p.3.
to afinance charge plus $50. The proposed stipulation is not necessarily
accurate.
The proposed stipulation contains inherent
characterizations that preclude factual
50 During auto-workout, Integrity Advance stipulation. See Section B at p.3.

applied the $50 towards the loan principal .

The proposed stipulation is not necessarily
accurate.

14
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
The proposed stipulation contains inherent
During auto-workout, after each debit characterizations that preclude factual
53 Integr_lty Advance charged the consumer a | stipulation. See Section B a p.3.
new finance charge based on the new
principa amount. The proposed stipulation is not necessarily
accurate.
Unl_ess aconsumer changed the payment The proposed stipulation contains inherent
option, when aloan was in auto-workout, o
: characterizations that preclude factual
on each payment date Integrity Advance sipulation
54 | would debit the finance charge plus $50, P ' See Section B at p.3.
apply the $50 to the |oan princ p_al , and The proposed stipulation is not necessarily
charge a new finance charge until the loan
S accurate.
principa was zero.
For anew Integrity Advance consumer
55 taking a $300 loan, Integrity Advance stated | Respondents cannot stipulate to the proposed
inthe TILA box that the finance charge hypothetical situation.
would be $90.
For anew Integrity Advance consumer
56 taking a $300 loan, Integrity Advance stated | Respondents cannot stipulate to the proposed
inthe TILA box that the Total of Payments | hypothetical situation.
would be $390.
In order to pay only $390, that consumer
would have to contact Integrity Advance :
57 | three business days before the payment date Respondents cannot stipulate to the proposed

to change the payment option to the pay-in-
full option.

hypothetical situation.

15
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Respondents Objectionsto Proposed
Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
If that consumer did not affirmatively
S5 | cetul repeyment chihlo o oo tha | REPONCENs camot sipuate o the proposec
ypothetical situation.
consumer would make eleven payments
totaling $1065.
Respondents have inadequate knowledge or
Integrity Advance consumers who had their information_ suffipi ent to form a belief asto this
; o proposed stipulation.
59 | loans renewed paid more in finance charges
than the amount disclosed in the TILA box. The proposad stipulation is not necessarily
accurate.
Respondents have inadequate knowledge or
Integrity Advance consumers who had their | information sufficient to form abelief asto this
60 loans renewed paid more in ‘total of proposed stipulation.
payments' than what was disclosed in the
TILA box. The proposed stipulation is not necessarily
accurate.
The proposed stipulation contains inherent
Integrity Advance did not discloseto characterizations that preclude factual
consumers their individualized payment stipulation. .
61 schedule under the auto-renewal and auto- SeeSection B & Cat p.3-4.
workout process. The proposed stipulation is not necessarily
accurate.
The proposed stipulation contains inherent
Integrity Advance's consumer contractsdid | characterizations that preclude factual
not state the total amount a consumer had to | stipulation.
62 | pay to satisfy theloan if the consumer did See Section B & C at p.3-4.

not contact Integrity Advance to change the
default payment option in the contract.

Respondents cannot stipul ate to a general
description of the contents or operation of a
document. The document speaks for itself.

16
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
. , . . | The proposed stipulation contains inherent
Integrity Advance S consumer contracts did characterizations that preclude factual
not state the total amount in finance charges | _. )
a consumer would be charged if the Stipulation. .
63 . . See Section B & C at p.3-4.
consumer did not contact Integrity Advance ,
o Respondents cannot stipul ate to a general
to change the default payment option in the - :
contract description of the contents or operation of a
' document. The document speaks for itself.
The proposed stipulation contains inherent
. , . characterizations that preclude factual
Integrity Advance’ s consumer contracts did . )
not state the total amount a consumer had to stipulation. .
64 See Section B & C at p.3-4.
pay under the default auto-renewal and .
. Respondents cannot stipulate to a generd
auto-workout payment options. - :
description of the contents or operation of a
document. The document speaks for itself.
The proposed stipulation contains inherent
Integrity Advance's consumer contractsdid | characterizations that preclude factual
not state the total amount in finance charges | stipulation.
65 | that a consumer would be charged under the See Section B & C at p.3-4.
default auto-renewal and auto-workout Respondents cannot stipul ate to a general
payment options. description of the contents or operation of a
document. The document speaks for itself.
The operation of the auto-renewal provision , . .
66 | did not vary according to which template The proposed stipulation is not necessarily

was used to generate a consumer’ s contract.

accurate.

17




2015-CFPB-0029

Document 057  Filed 03/23/2016

Page 18 of 44

Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
The operation of the auto-workout
67 provision did not vary according to which The proposed stipulation is not necessarily
template was used to generate a consumer’s | accurate.
contract.
Approximately 85% of Integrity Advance : o .
68 | consumers had their loan renewed by the The proposed stipulation is not necessarily
accurate.
company.
Carnestestified under oath that 10 to 15 The proposed stipulation is not an accurate
69 | percent of Integrity Advance consumers recitation of admissible facts suitable for joint See Section D at p.4.
repaid their loan without arollover. stipulation.
Some consumers did not understand how Respondents have inadequate knowledge or
70 | the default payment option of Integrity information sufficient to form a belief asto this
Advance's contract worked. proposed stipulation.
Some consumers complained once Integrity .
Advance had debited their account for more | Reopondents have inadequate knowledge or
71 information sufficient to form a belief asto this

than the total of payments reflected in the
TILA disclosure.

proposed stipulation.

18
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
Carnes knew that some consumers had not : o .
72 | understood that their first four auto-renewal The proposed stipulation s not necessarily
. accurate.
payments would not reduce loan principal.
Integrl'ty Ad""?‘”ce Is acreditor under the The proposed stipulation constitutes a See Section A at p.2.
73 | Truthin Lending Act. 12 C.F.R. . -
conclusion of law. 12 C.F.R. § 1026.2(a)(17) (defining
§1026.2(17). y o
the term “creditor”).
Integrity Advance extended closed-end : . . See Section A at p.2.
74 | credit under the Truth in Lending Act and Ig‘fcﬁ’ﬂg%ﬁ? m’“'a“o” constitutes a 12 C.F.R. § 1026.2(2)(10) (defining
Regulation Z. 12 C.F.R. § 1026.2(10). ' the term “ closed-end credit”).
The Truth in Lending Act and Regulation Z See Section A at p.2.
require that creditors disclose “clearly and . . .
75 | conspicuously” in writing “the terms of the The proposed stipulation constitutes a 12 C.E.R. 8 1026.1_7(a), (0
S . conclusion of law. (covering general disclosure
legal obligation between the parties.” 12 . : :
C.ER. §1026.17(a), (0 requirements, including the form of
B ' T disclosures and basis of disclosures
and use of estimates).
The CFPA defines enumerated statues to . . . See Section A at p.2.
76 | include the Truth in Lending Act. 12 U.S.C. The proposed stipulation constitutes a

§ 5481(12)(0).

conclusion of law.

12 U.S.C. § 5481(12)(0).
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See Section A at p.2.

12 U.S.C. 85536(a)(1)(A) (“It shall
be unlawful for--any covered person
or service provider--to offer or
provide to a consumer any financia
product or service not in conformity
with Federal consumer financia law,
or otherwise commit any act or
omission in violation of a Federal
consumer financial law.”); id.

8 5481(14) (defining “Federa
consumer financial law”).

See Section A at p.2.

Under the CFPA, covered persons and
service providers' violations of an The proposed stipulation constitutes a
enumerated statute are considered violations | conclusion of law.

of the CFPA. 12 U.S.C. 8 5536(a)(1)(A).

7

If Integrity Advance violated the Truth in : : .
78 | Lending Act and Regulation Z, it also 7he proposed sipulation constitutesa See 12 U.S.C. § 5536(3) (1)(A); id.

violated the CFPA. § 5481(14) (defining “ Federa
consumer financial law”).
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Bureau’s Proposed Stipulations

Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis | Supporting Legal Authority

of Objections

79

The cost of an Integrity Advance loan was
material to consumers.

The proposed stipulation constitutes a
conclusion of law.

See Section A at p.2.

Although the “deception” prong of
the Bureau’s UDAAP authority is not
statutorily defined, the elements of a
claim based on that authority may
generally be derived from the
analogous authority under the FTC
Act. See lllinoisv. Alta Colleges,
No. 1:14—cv-3786, 2014 WL
4377579, at *4 (N.D. Ill. Sept. 4,
2014) (“ The statute does not define a
‘deceptive’ practice, but the Bureau
says the phrase has the same meaning
under the CFPA asit does under the
Federd Trade CommissionAct....").
“To establish liability under section 5
of the FTCA, the FTC must establish
that (1) there was a representation;

(2) the representation was likely to
mislead customers acting reasonably
under the circumstances, and (3) the
representation was material.” F.T.C.
v. Tashman, 318 F.3d 1273, 1277
(11th Cir. 2003) (citing 15 U.S.C.

§ 45(a)).

80

The total amount of finance charges
Integrity Advance charged consumersfor a
given loan was material to consumers.

The proposed stipulation constitutes a
conclusion of law.

See Section A at p.2.

See Alta Coalls,, No. 1:14—cv-3786,
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
2014 WL 4377579, at *4; Tashman,
318 F.3d at 1277.
See Section A at p.2.
Thetota of payments charged by Integrity : : .
81 | Advance for agiven loan was material to Igfcfﬁg%??g? Isg/f/) ulation constitutes a See Alta Coalls., No. 1:14—cv-3786,
consumers. ' 2014 WL 4377579, at *4; Tashman,
318 F.3d at 1277.
Integrity Advance's contract was likely to See Section A at p.2.
o T s % | e puaion orsiess. | spe s, No L14-a-375
would cher gfor > in?\ Igan ' 2014 WL 4377579, at *4; Tashman,
9 g ' 318 F.3d at 1277.
Integrity Advance's contract was likely to See Section A at p.2.
B | e slo oo | eopes saonconsitaesa | e aracols, o 114-0v-390
Chgr  or & diven |oe§n y ' 2014 WL 4377579, at *4; Tashman,
g g ' 318 F.3d at 1277.
See Section A at p.2.
Consumers suffered a substantial injury
84 when Integrity Advance debited their The proposed stipulation constitutes a 12 U.S.C. §5531(c)(1) (setting out

accounts for more money than what was
disclosed in their TILA disclosures.

conclusion of law.

the elements limiting the Bureau's
authority to declare and act or
practice to be “unfair”).
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Respondents Objectionsto Proposed
Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
Because the disclosures of the finance
charge ar’ld total of payments in Integrity See Section A a p.2.
Advance's contracts with consumers are
calculated by assuming that the loan will be . , , .
85 | repaid in asingle payment when the default The proposed stipulation constitutes a 12U.SC. 8 5_53;(.c)(1) (setting qut
N . conclusion of law. the elements limiting the Bureau’s
payment option in the contracts is auto- i
authority to declare and act or
renewal followed by auto-workout, the ractice to be *unfair”)
disclosureislikely to cause substantial P '
injury to consumers.
See Section A at p.2.
86 That injury was not reasonably avoidable by | The proposed stipulation constitutes a 12 U.S.C. §5531(c)(1)(B) (setting
consumers. conclusion of law. out the elements limiting the
Bureau’ s authority to declare and act
or practice to be “unfair”).
Cal culating the finance charge and total of
payments disclosed in Integrity Advance's See Section A at p.2.
contracts with consumers by assuming that
the loan would berepaid in asingle The proposed stipulation constitutes a 12 U.S.C. §5531(c)(1)(B) (setting
87 : . A
payment when the default payment option conclusion of law. out the elements limiting the
in the contracts was auto-renewal followed Bureau’ s authority to declare and act
by auto-workout provided no benefit to or practice to be “unfair”).
CONSUMEYS.
Cdculating the finance charge and total of See Section A at p.2.
payments disclosed in Integrity Advance's
88 contracts with consumers by assuming that | The proposed stipulation constitutes a 12 U.S.C. §5531(c)(1)(B) (setting

the loan would be repaid in asingle
payment when the default payment option
in the contracts was auto-renewal followed

conclusion of law.

out the elements limiting the
Bureau’ s authority to declare and act
or practice to be “unfair”).
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections

by auto-workout provided no benefit to

competition.

The injury to consumers caused by .

calculating the finance charge and total of See Section A & p.2.

payments in Integrity Advance’s contracts . . : .
89 | with consumers by assuming that the loan The pro_posed stipulation constitutes a 12U.SC. § 5531(_0)(1_)(8) (setting

: L ) : conclusion of law. out the elements limiting the
will be repaid in asingle payment is not , .
. . Bureau' s authority to declare and act
outweighed by any benefit to consumers or - P -
" or practice to be “unfair”).
competition.
. I The proposed stipulation contains inherent

Asapart of the online a|_opl ication and characterizations that preclude factua

approval process, Integrity Advance otipul ation
90 | consumers were presented with an ACH P ' See Section B at p.3.

de[)gement that authorized electronic ACH The proposed stipulation is not necessarily

its.
accurate.

Consumers could not receive initial : . .

91 | approva of an online application without The proposed stipulation is not necessarily
A accurate.

signing the ACH agreement.

Integrity Advance consumers could only
9 receive |oan proceeds by way of an The proposed stipulation is not necessarily

electronic deposit which was authorized by
the ACH authorization.

accurate.
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
The proposed stipulation contains inherent
The ACH authorization form authorized gtk;aruﬂ?(r)lﬁatlonsthat preclude factual
93 | Integrity Advance to withdraw auto-renewal P ' See Section B at p. 3.
and auito-workout payments. The proposed stipulation is not necessarily
accurate.
Unless consumers were seven days or less
from a payday at the time of loan
application, Integrity Advance's contracts : o .
94 | required payment on the consumers’ next zt:eufgtoeposed Stipulation is not necessarily
date on which the consumers received '
regular wages or salary from their
employers (the ‘ Pay Date’).
When Integrity Advance auto-renewed a
%5 loan, the next payment date was the The proposed stipulation is not necessarily
consumer’ s next Pay Date that was at least | accurate.
14 days after the prior payment date.
. : The proposed stipulation contains inherent
When Integrity Advance dgblted a characterizations that preclude factual
consumer whose loan was in auto-workout, ipulation
96 | the next payment date was the consumer’s P ' See Section B at p. 3.

next Pay Date that was at |east 14 days after
the prior payment date.

The proposed stipulation is not necessarily
accurate.
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
If aconsumer was paid weekly, the auto-
renewal and auto-workout payment dates The proposed stipulation is not necessarily
97
would be every two weeks on the accurate.
consumer’s Pay Date.
If aconsumer was paid monthly, the auto-
98 renewal and auto-workout payment dates The proposed stipulation is not necessarily
would be every month on the consumer’s accurate.
Pay Date.
If aconsumer was paid every two weeks,
99 the auto-renewal and auto-workout payment | The proposed stipulation is not necessarily
dates would be every two weeks on the accurate.
consumer’s Pay Date.
If aconsumer was paid twice a month, the . o .
100 | auto-renewal and auto-workout payment E;E;%posed Stipulation is not necessarily
dates would be on the consumer’ s Pay Date. '
See Section A at p.2.
The electronic ACH withdrawals initiated 15 U.S.C.8 1693(a)(10) (“theterm
101 by Integrity Advance during auto-renewal The proposed stipulation constitutes a “preauthorized electronic fund
and auto-workout occurred at regular conclusion of law. transfer” means an electronic fund
intervals. transfer authorized in advance to
recur at substantially regular
intervals’).
ACH was the primary method by which , . .
102 | Integrity Advance consumers could pay off The proposed stipulation s not necessarily
) accurate.
their loan.
103 To repay in amanner other than ACH The proposed stipulation is not necessarily

transfer, a consumer had to prove to

accurate.
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Respondents Objectionsto Proposed
Stipulation of Fact and Related Factual Basis | Supporting Legal Authority
# | Bureau’sProposed Stipulations of Objections

Integrity Advance that he or she could pay
by another means.

Integrity Advance'sloan documents do not

contain any indication that consumers could Respondents cannot stipulate to a genera

104 receive aloan from the company without description of the contents or operation of a See Section C at p.4.
o company document. The document speaks for itself.
signing the ACH authorization form.
The ACH authorization contains the
105 language stating that it “remain[s] in full The proposed stipulation is not necessarily
force and effect” until aconsumer’s accurate.
indebtedness to Integrity Advanceisrepaid.
When consumers signed the ACH
106 authorization, they authorized Integrity The proposed stipulation is not necessarily

Advance to debit any payments pursuant to | accurate.
the auto-renewal provisionsin the contracts.

When consumers signed the ACH
authorization, they authorized Integrity

107 | Advance to debit any payments pursuant to The proposed stipulation is not necessarily

the auto-workout provisionsin the aocurate.
contracts.
See Section A at p.2.
. . 15 U.S.C. § 1693k(1) (“No person
The electronic fgnd_transfers authori ng by The proposed stipulation constitutes a may--condition the extension of
108 | the ACH authorization were preauthorized h .
conclusion of law. credit to aconsumer on such

under Regulation E. 12 C.F.R. § 205.2(k). consumer’ s repayment by means of

preauthorized electronic fund
transfers’); 12 C.F.R. § 1005.2(k)
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
(defining the term “preauthorized
electronic fund transfer”).
. See Section A at p.2.

_The CFPA defines e_numerated statutes to The proposed stipulation constitutes a

109 | include the Electronic Fund Transfer Act. h -

conclusion of law. 12 U.S.C. §5481(12) (defining
12 U.S.C. § 5481(12)(C). .‘ ,
enumerated consumer laws’).

Under the CFPA, covered persons and .

110 service providers' violations of an The proposed stipulation constitutes a See Section A & p.2.
enumerated statute violate the CFPA. 12 conclusion of law.
U.S.C. § 1036(a)(1)(A). 12 U.S.C. 85536(a)(1)(A).
If Integrity Advance violated the Electronic : : : See Section A at p.2.

111 | Fund Transfer Act and Regulation E, it dlso | 11 Proposed sipulation consitutes a
violated the CFPA. ' 12 U.S.C. §1036(a)(1)(A).
Integrity Advance’'s ACH agreement
contained a provision that allowed the The proposed stipulation is not necessarily

112
company to execute demand drafts on accurate.
consumers’ accounts.
The demand draft provision stated “[i]f you
revoke your authorization you agree to
g(r:gw ?:bl:: \t’(\gl thznn(ghgufglrjrt?]g:i E:f:tegt The proposed stipulation contains inherent

113 P Y characterizations that preclude factual See Section B at p.3.

prepare and submit one or more checks
drawn on Y our Bank Account so long as
amounts are owed to us under the Loan
Agreement. “

stipulation.”
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Respondents Objectionsto Proposed
Stipulation of Fact and Related Factual Basis | Supporting Legal Authority
# | Bureau’sProposed Stipulations of Objections

The proposed stipulation contains inherent
characterizations that preclude factual

Integrity Advance did not require stipulation.

114 | consumersto sign or initial the demand See Section B at p.3.
draft provision separately. The proposed stipulation is not necessarily
accurate.
The proposed stipulation contains inherent
The demand draft provision does not state | characterizations that preclude factual
that the checks to be drawn on a consumer’s | stipulation. .
115 bank account do not have to be signed by See Section B at p-3.
the consumer. The proposed stipulation is not necessarily
accurate.
The proposed stipulation contains inherent
The demand draft provision does not state | characterizations that preclude factual
that the checks to be drawn on a consumer’s | stipulation. .
116 bank account can be submitted without See Section B a p.3.
prior warning to the consumer. The proposed stipulation is not necessarily
accurate.

Some Integrity Advance consumers
117 | withdrew the company’ s authorization to
initiate ACH debits on their bank accounts.

The proposed stipulation is not necessarily
accurate.
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
Some of the Integrity Advance consumers
withdrew the company’ s authorization to Respondents have inadequate knowledge or
118 | initiate ACH debits on their bank accounts | information sufficient to form a belief asto this
because the company had withdrawn more | proposed stipulation.
than consumers believed they owed.
Irr]t)?/%gitgnﬁ\g\\l/vairt]ﬁ?jrf;dr;gﬁ de?;(f;\nmd tﬂreaft The proposed stipulation contains inherent
119 | P 4 characterizations that preclude factual See Section B at p.3.
accounts of some of the consumers who had stipulation
withdrawn ACH authorization. P '
Consumers who withdrew Integrity See Section A at p.2.
Advance' s ACH authorization suffered . . : .
120 | substantial injury when Integrity Advance The pro_posed stipulation constitutes a 12U.SC. § 55_331(_0)(1) (setting qut
. . ) conclusion of law. the elements limiting the Bureau's
debited money from their accounts using :
authority to declare and act or
demand drafts. : . e
practice to be “unfair”).
See Section A at p.2.
121 That injury was not reasonably avoidable by | The proposed stipulation constitutes a 12 U.S.C. 85531(c)(2) (setting out
consumers. conclusion of law. the elements limiting the Bureau’'s
authority to declare and act or
practice to be “unfair”).
Using demand drafts to debit consumers See Section A at p.2.
199 accounts when they have rescinded ACH The proposed stipulation constitutes a

authorization provides no benefit to
consumers.

conclusion of law.

12 U.S.C. §5531(c)(1)(B) (setting
out the elements limiting the
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
Bureau' s authority to declare and act
or practice to be “unfair”).
See Section A at p.2.
Using demand drafts to debit consumers
123 accounts when they have rescinded ACH The proposed stipulation constitutes a 12 U.S.C. §5531(c)(1)(B) (setting
authorization provides no benefit to conclusion of law. out the elements limiting the
competition. Bureau' s authority to declare and act
or practice to be “unfair”).
See Section A at p.2.
The injury to consumers caused by using
124 demand drafts when they have rescinded The proposed stipulation constitutes a 12 U.S.C. §5531(c)(1)(B) (setting
ACH authorization is not outweighed by conclusion of law. out the elements limiting the
any benefit to consumers or competition. Bureau' s authority to declare and act
or practice to be “unfair”).
Integrity Advance’ s net income from , . .
125 | January 2010 — September 2010 was ;’:SJ E;toeposed stipulation is not necessarily
$13,874,072. :
196 Integrity Advance's net income from The proposed stipulation is not necessarily
January — October 2011 was $12,109,552. accurate.
197 Integrity Advance’ s net income from The proposed stipulation is not necessarily
January —October 2012, was $12,078,239. accurate.
In 2011, Integrity Advance originated . o .
128 | 65,036 loans with atotal principal of The proposed stipulation is not necessarily

$29,328,900. See Ex. C.

accurate.
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
In 2012, Integrity Advance made originated : o .
129 | 56,161 loans with atotal principal of zcelﬁ;toeposed Stipulation is not necessarily
$25,963,800. See Ex. C. '
In Ex. C, the numbersin the “No. of Loans’
column reflect new loans originated in a The proposed stipulation is not necessarily
130 | ., :
given “Origin Month,” excluding auto- accurate.
renewals and auto-workouts.
131 Carnes was a 100% owner of an entity The proposed stipulation is not necessarily
called Willowbrook Marketing LLC. accurate.
130 In 2011, Willowbrook Marketing received a | The proposed stipulation is not necessarily
$4,208,821 distribution from Hayfield. accurate.
133 In 2012, Willowbrook Marketing received a | The proposed stipulation is not necessarily
$2,229,498 distribution from Hayfield. accurate.
In November 2012, Hayfield entered into an | Respondents cannot stipulate to the proposed
134 | asset purchase agreement with EZ Corp. general description of the provisions of alegal See Section C at p.4.
Inc. agreement.
Under the terms of the asset purchase .
agreement, EZ Corp. purchasad, among Respondents pannot stipulate tp _the proposed .
135 ) : general description of the provisions of alegal See Section C at p.4.
other things, the intellectual property and reement
consumer lists owned by Integrity Advance. « '
The asset purchase agreement calls for at Respondents cannot stipulate to the proposed
136 | least $50,775,906 to be paid by EZ Corp. in | general description of the provisions of alegal See Section C at p.4.
exchange for certain Hayfield assets. agreement.
After the asset purchase agreement was Respondents cannot stipulate to the proposed
137 | signed, Willowbrook Marketing received general description of the provisions of alegal See Section C at p.4.

300,000 shares of EZ Corp. stock.

agreement.
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
After the asset purchase agreement was Respondents cannot stipul ate to the proposed
138 | signed, Willowbrook Marketing received general description of the provisions of alegal See Section C at p.4.
between $5 million and $10 million in cash. | agreement.
In November 2013, Willowbrook :
. o ; Respondents cannot stipulate to the proposed
139 M_ar_ket| ng received approximately $5 general description of the provisions of alegal See Section C at p.4.
million as part of a supplemental payment reement
under the asset purchase agreement. « '
In November 2014, Willowbrook .
. el ; Respondents cannot stipulate to the proposed
140 M.ar.ketl ng recefved approximately $2.5 general description of the provisions of alegal See Section C at p.4.
million as part of a supplemental payment reement
under the asset purchase agreement. « '
In November 2015, Willowbrook .
. N ; Respondents cannot stipulate to the proposed
141 M.ar.ketl ng recefved approximately $2.5 general description of the provisions of alegal See Section C at p.4.
million as part of a supplemental payment reement
under the asset purchase agreement. « '
Asof July 16, 2013, the Bureau had
142 authority to exercise new powersto regulate | The pro_posed stipulation constitutes a See Section A at p.2.
nonbanks, including the authority to pursue | conclusion of law.
enforcement actions against nonbanks.
On November 18, 2015 the Bureau had : . .
143 | authority to initiate enforcement The proposed stipulation constitutes a See Section A at p.2.
. . conclusion of law.
proceedings against nonbanks.
The Notice of Charges alleges that Integrity
Advance and Carnes violated the CFPA’s ,
prohibition on unfair, deceptive, and Respondents cannot stipulate to a general
144 ' ' summary and/or description of the Bureau’s See Section C at p.4.

abusive acts and practices; the Truthin
Lending Act; and the Electronic Fund
Transfer Act.

Notice of Charges.
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Respondents Objectionsto Proposed
Stipulation of Fact and Related Factual Basis | Supporting Legal Authority
# | Bureau’sProposed Stipulations of Objections

The provisions of the CFPA prohibiting
145 | unfair, deceptive, and abusive acts and
practices are found in subtitle C of Title X. 12 U.S.C. § 5531

The proposed stipul ation constitutes a See Section A at p.2.

conclusion of law.

Subtitle C to Title X took effect “on the See Section A at p.2.

146 | designated transfer date” 12 U.S.C. § 5531 Ig‘fcﬁ’l;‘;%?i? lsgl'\‘,’“'a“o” constitutes a
note. ' 12 U.S.C. § 5531 note.

The designated transfer date was July 21, See Section A at p.2.

147 | 2011. 75 Fed. Reg. 57252 (September 20,
2010).

The proposed stipulation constitutes a
conclusion of law. 75 Fed. Reg. 57252 (September 20,
2010).

Therefore, the CFPA’s prohibition on
148 | unfair, deceptive, and abusive acts and
practices took effect on July 21, 2011.

The proposed stipulation constitutes a

h See Section A at p.2.
conclusion of law.

The Bureau has charged Respondents with

violations of the CFPA’ s prohibition on Respondents cannot stipulate to a generd

149 | unfair, deceptive, and abusive acts and summary and/or description of the Bureau’s See Section C at p.4.
practices that occurred on or after July 21, Notice of Charges.
2011.
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The CFPA’ s prohibition on unfair,
deceptive, and abusive acts and practices

The proposed stipulation constitutes a

151

The Truthin Lending Act (‘TILA’) took
effect in 1969. Pub. L. No. 90-321 § 504(b)
(1968).

The proposed stipulation constitutes a
conclusion of law.

150 | wasin effect at all times during which ; See Section A at p.2.
. . conclusion of law.
Integrity Advance engaged in the
challenged conduct.
See Section A at p.2.

Pub. L. No. 90-321 § 504(b) (1968)
(Truthin Lending Act

152

The Bureau has charged Integrity Advance
with violations of TILA that occurred after
1969.

Respondents cannot stipulate to a general
summary and/or description of the Bureau’s
Notice of Charges.

See Section C at p.4.
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Respondents Objectionsto Proposed
Stipulation of Fact and Related Factual Basis | Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
See Section A at p.2.
Pub. L. No. 90-321 § 504(b) (1968)
(Truthin Lending Act)
The provisionsof TILA and its 52 Fed. Reg. 48665-01 (Dec. 24,
implementing regulation that the Bureau 1987) (Final Rule of the Board of
153 has charged Integrity Advance with The proposed stipulation constitutes a Governors of the Federal Reserve
violating were in effect at al times during conclusion of law. System promulgating what is now 12
which Integrity Advance engaged in the C.F.R. 81026.17)

challenged conduct.
46 Fed. Reg. 20848-01 (Apr. 7, 1981)
(Final Rule of the Board of
Governors of the Federa Reserve
System promulgating what is now 12
C.F.R. § 1026.18)

The Electronic Fund Transfer Act took See Section A a p.2.

154 | effect in 1979. Pub. L. No. 95-630 § 2101
(1978).

The proposed stipulation constitutes a
conclusion of law. Pub. L. No. 95-630 § 2101 (1978)
(Electronic Funds Transfer Act).

The Bureau has charged Respondents with | Respondents cannot stipulate to a general
155 | violations of EFTA that occurred after summary and/or description of the Bureau’s See Section C at p.4.
1979. Notice of Charges.
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Respondents Objectionsto Proposed
Stipulation of Fact and Related Factual Basis | Supporting Legal Authority
# | Bureau’sProposed Stipulations of Objections

See Section A at p.2.
The provisions of EFTA and its

implementing regulation that the Bureau Pub. L. No. 95-630 § 2101 (1978)
156 has charged Integrity Advance with The proposed stipulation constitutes a (Electronic Funds Transfer Act).
violating were in effect at al times during conclusion of law.
which Integrity Advance engaged in the 44 Fed. Reg. 59464 (Oct. 15, 1979)
challenged conduct. (promulgating what is now 12 C.F.R.
§ 1005.10 (preauthorized transfers)).
The CFPA’ s prohibition on unfair, See Section A at p.2.
157 deceptive, and abusive acts and practices The proposed stipulation constitutes a
appliesto “covered persons,” among others. | conclusion of law. See generally 12 U.S.C. 88 5531(a),
12 U.S.C. 88 5531(a), 5536(a)(1). 5536(a)(1).

The statute defines “ covered person” to
include “any person that engagesin offering
or providing a consumer financial product
or service,” such as“extending credit” that | The proposed stipulation constitutes a
is“offered or provided for use by conclusion of law.

consumers primarily for personal, family, or
household purposes.” 12 U.S.C. § 5481(5),
(6), (15).

See Section A at p.2.
158
12 U.S.C. §5481(5), (6), (15).

At the time Integrity Advance engaged in
the allegedly unlawful conduct in thiscase, | The proposed stipulation constitutes a
it offered loans to consumers primarily for | conclusion of law.

personal, family, or household purposes.

See Section A at p.2.
159
See 12 U.S.C. § 5481(5), (6), (15).

At the time that Integrity Advance engaged
160 | in the allegedly unlawful conduct in this
case, it was a“covered person.”

The proposed stipulation constitutes a

h See Section A at p.2.
conclusion of law.
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
. ; ” See Section A at p.2.
;I'he statute provides that a"related person The proposed stipulation constitutes a
161 | “snall be deemed to mean a covered conclusion of law 12 U.S.C. § 5481(25)(C)(i) (defining
person.” 12 U.S.C. § 5481(25). ' e e enrd ”
related person”).
_The stattjte del‘_l nes“rel at_ed person” to See Section A at p.2.
include “any director, officer, or employee . . .
162 | charged with managerial responsibility for The proposed stipulation constitutes a
, conclusion of law. 12 U.S.C. §5481(25)(C)(i) (defining
... [a] covered person.” 12U.S.C. § “related person’)
5481(25)(C)(i). P '
. . See Section A at p.2.
163 ﬁ]?regﬁ;vzs d?/:rllzzeecé?lraraggdoxilt%erm%fnageri a The proposed stipulation constitutes a
responsibility for Intearity Advance conclusion of law. 12 U.S.C. §5481(25)(C)(i) (defining
=P y egrity ' “related person”).
See Section A at p.2.
164 Carnesisa“related person” and thus a The proposed stipulation constitutes a
“covered person.” conclusion of law. 12 U.S.C. §5481(25)(C)(i) (defining
“related person”).
o 3} , See Section A at p.2.
Ihe definiti ons”of covered person” and The proposed stipulation constitutes a
165 | “related person” took effect on July 22, S fl ith
2010. 12 U.S.C. § 5301 note conclusion of law. Compare 12 U.S.C. § 5301 note, wit
' T ' 12 U.S.C. § 5586.
The Bureau has authority to enforce the law
regardless of whether, at the time the :
166 Bureau brings the enforcement proceeding, | The proposed stipulation constitutes a See Section A at p.2.

the respondent is still engaging in conduct
that qualifiesit asa"“covered person.” See
12 U.S.C. § 5563.

conclusion of law.

See generally 12 U.S.C. § 5563.
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Respondents Objectionsto Proposed
Stipulation of Fact and Related Factual Basis | Supporting Legal Authority
# | Bureau’sProposed Stipulations of Objections

The Bureau can bring an enforcement
proceeding against a company that offered a
consumer financial product or service, even | The proposed stipulation constitutes a
if the company stopped engaging in that conclusion of law.

conduct before the CFPB filed an
enforcement action.

167 See Section A at p.2.

Nothing in the CFPA (or any other law)
provides that the Bureau must have been
able to bring an enforcement proceeding at
168 | atime when the violation was ongoing in
order ever to be able to bring an
enforcement proceeding to address that
violation.

The proposed stipulation constitutes a

; See Section A at p.2.
conclusion of law.

The proposed stipulation constitutes a

conclusion of law.
The Bureau initiated this administrative Supra Parts A and C.

169 . .
proceeding pursuant to 12 U.S.C. 8 5563. Respondents cannot sti pL_JIate to agenera ’ See generally 12 U.S.C. § 5563,
summary and/or description of the Bureau’s
Notice of Charges.
170 12 U.S.C. § 5563 does not contain a statute | The proposed stipulation constitutes a See Section A at p.2.

of limitations provision. conclusion of law. See generally 12 U.S.C. § 5563,

15 U.S.C. 8§ 1607, a section of the Truth in : : . See Section A at p.2.
171 | Lending Act, is entitled “ Administrative The pro_posed stipulation constitutes a
conclusion of law.

Enforcement.” See generally 15 U.S.C. § 1607.

39




2015-CFPB-0029

Document 057  Filed 03/23/2016

Page 40 of 44

Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
See Section A at p.2.
15 U.S.C. 8 1607(a)(6) (“ Subject to
The Bureau islisted in 15 U.S.C. SuplileB of the Consumer Finanda
8§ 1607(a)(6) as an entity with the power to | The proposed stipulation constitutes a . : N P
172 o : . h with the requirements imposed under
administratively enforce the Truth in conclusion of law. his subch <hall be enforced
Lending Act this subchapter e enforc
' under--. . . subtitle E of the Consumer
Financia Protection Act of 2010, by
the Bureau, with respect to any
person subject to this subchapter.”).
173 15 U.S.C. 8§ 1607 does not contain astatute | The proposed stipulation constitutes a See Section A & p.2.
of limitations provision. conclusion of law. See generally 15 U.S.C. § 1607.
15 U.S.C. 8 16930, a section of the : : . See Section A at p.2.
174 | Electronic Fund Transfer Act, is entitled I;?C%g%?‘si? Isg/f/) ulation constitutes a
“ Administrative Enforcement.” ' See generally 15 U.S.C. § 16930.
See Section A at p.2.
15 U.S.C. §16930(5) (“Subject to
subtitle B of the Consumer Financial
TheBureauislisted in 15 U.S.C. Protection Act of 2010, compliance
175 § 16930(5) as an entity with the power to The proposed stipulation constitutes a with the requirements imposed under

administratively enforce the Electronic
Fund Transfer Act.

conclusion of law.

this subchapter shall be enforced
under-- . . . subtitle E of the
Consumer Financial Protection Act
of 2010, by the Bureau, with respect
to any person subject to this
subchapter .. ..").
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Respondents Objectionsto Proposed

Stipulation of Fact and Related Factual Basis

Supporting Legal Authority

# | Bureau’sProposed Stipulations of Objections
176 15 U.S.C. § 16930 does not contain a The proposed stipulation constitutes a See Section A at p.2.
statute of limitations provision. conclusion of law. See generally 15 U.S.C. § 16930,
When Integrity Advance auto-renewed a The proposed stipulation is not necessarily
177 .
loan, the terms of the loan did not change. accurate.
When Integrity Advance auto-renewed a
178 loan, Integrity Advance did not send the The proposed stipulation is not necessarily
consumer another agreement listing the new | accurate.
payment date.
When Integrity Advance auto-renewed a
179 consumer’ s loan, Integrity Advance did not | The proposed stipulation is not necessarily
reguire the consumer to sign any new loan | accurate.
documents.
When Integrity Advance acted under the . o .
180 | auto-workout provision of the contract, the The proposed stipulation is not necessarily
: accurate.
terms of the loan did not change.
When Integrity Advance charged
consumers under the auto-workout
181 provisions of the contract, Integrity The proposed stipulation is not necessarily
Advance did not send the consumer another | accurate.
agreement listing the new payment date or
the new finance charge.
When Integrity Advance charged
consumers under the auto-workout : o .
182 | provisions of the contract, Integrity The proposed stipulation s not necessarily

Advance did not require the consumer to
sign any additional loan documents.

accurate.
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beyond theinitial agreement for the loan to

enter auto-workout.

accurate.

183 beyond theinitial agreement for theloanto | accurate.
auto-renew.
An Integrity Advance consumer did not
184 have to sign any additional loan documents | The proposed stipulation is not necessarily
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Respectfully submitted,

Dated: March 23, 2016 By: _ Allyson B. Baker

Allyson B. Baker, Esg.
Peter S. Frechette, Esg.
Hillary S. Profita, Esqg.
Christine E. White, Esg.
VENABLE LLP

575 7th St. N.W.
Washington, D.C. 20004
(202) 344-4000

Attorneys for Respondents
Integrity Advance, LLC and James R. Carnes
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CERTIFICATION OF SERVICE

| hereby certify that on the 23rd day of March 2016, | caused a copy of the foregoing
Answer to be filed by electronic transmission (e-mail) with the U.S. Coast Guard Hearing Docket
Clerk (aljdocketcenter@uscg.mil), Heather L. MacClintock (Heather.L.MacClintock@uscg.mil)
and Administrative Law Judge Parlen L. McKenna (cindy.j.melendres@uscg.mil), and served by
electronic mail on the following parties who have consented to electronic service:

Deborah Morris, Esg.
Deborah.Morris@cfpb.gov

Craig A. Cowie, Esq.
Craig.Cowie@cfpb.gov

Alusheyi J. Wheeler, Esq.
Alusheyi.Wheder@cfpb.gov

Wendy J. Weinberg, Esqg.
Wendy.Weinberg@cfpb.gov

Vivian W. Chum, Esq.
Vivian.Chum@cfpb.gov

/s/ Peter S. Frechette

Peter S. Frechette, Esg.





