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Carnes
Integrity Advance 6/17/2014

1 Advance received a salary?

2 A. Nobody -- Integrity Advance had no employees.

3 Q. Who at HIP that was providing services to

4 Integrity Advance received a salary?

5 A. Everybody at HIP received a salary.

o Q. Did anybody receive bonuses?

7 A. Yes.

8 Q. Could you describe those bonuses?

9 A. In a broad sense I can. I don't again recall
10 exactly what the -- I don't recall exactly the details
11 to be honest with you.

1.2 Q. But your broad sense?

13 A. My broad sense is there were different people
14 that had different kinds of deals where -- employment
15 deals, and they had different kinds of incentives given
16 whatever they were doing.

17 Q. What kind of incentives?

18 A It just depended on what their job was.

1.9 Q. Can you think of an example?

20 A Sure. An IT guy, for instance, we would have
21, some IT projects that we wanted to get done, and we

22 would try to put dates on -- delivery dates on those,
23 and if he hit the delivery date, he would get bonuses.
24 Q. What about someone in the finance group?

25 A. The finance group, nobody there had any sort of
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Carnes
Integrity Advance 6/17/2014
1 MS. WEINBERG: I can represent to you these were
2 all taken from one document.
3 THE WITNESS: Okay.
4 BY MR. WHEELER:
5 Q. Mr. Carnes, do you recognize Exhibit 17
6 MS. BAKER: I would instruct you to spend a
7 minute to look at it before you answer any questions
8 about it, if that's okay.
9 MR. WHEELER: That's fine.
10 (Discussion off the record.)
11 THE WITNESS: The first couple of pages looks
12 like it's something out of a renewal for a license
13 renewal for Delaware.
14 BY MR. WHEELER:
15 Q. Did Integrity Advance submit a document like

16 this every year?

17 A. Yes, in order to renew your license you do.

15 Q. Did you have a role in the preparation of this
19 document?

20 A. I did not.

21 Q. Do you know if you had a role in approving it?
22 A. I don't know that -- I don't recall approving
23 i

24 Q. Do you recall approving any renewal

25 applications?
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Carnes

Integrity Advance 6/17/2014

1 Services -- For the Record, the Department of Insurance

2 and Financial Services in the matter of Integrity

3 Advance, Enforcement Case Number 13-11719, settlement

4 agreement.

5 Q. Have you seen this before?

6 A. No.

i Q. So you didn't have any role in negotiating this

8 settlement agreement?

9 A. No.

106 Q. Or approving it?

11, A. No.

12 Q. On the signature page, which ends in Bates 564,
13 whose signature is that for Integrity Advance?

14 A. Edward Foster.

15 Q. Just going back to the first page for a second,
16 we see Integrity Advance up on the upper left-hand hand
.Y corner is listed as the Respondent. Do you see that?

18 A. I do.

19 Q. And then if we turn again to the page ending in
20 565, paragraph 1472

21 A. Yes.

22 Q. That reads: '"Respondent agrees to cease lending
23 to Michigan residents"?

24 A. Yes.

£5 Q. Did I read that correctly?
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Carnes

Integrity Advance 6/17/2014

1 Exhibit 4. Have you had a chance to review Exhibit 47?

2 A. Yes, I have.

3 Q. What is Exhibit 47

4 A. It's a reporting structure. It's probably

b misnamed TADV reporting structure because IADV didn't

6 have any employees, but that's the reporting structure

7 o, HILP

8 Q. What does TIADV mean?

2 A. I would assume it's an abbreviation for

10 Integrity Advance.

11 Q. What does the DV stand for?

12 A. I think that was just a -- it came from -- in

13 the business where you're sending Excel mails back and
14 forth of data, you had to have a lot of the -- a lot of
15 the marketing partners had four letter abbreviations for
16 each lender, and somehow we ended up with IADV, I mean,
L7 Integrity -- I is for Integrity and ADV for advanced I
18 believe is a shortening.

19 Q. Yeah, okay. Does Exhibit 4 look accurate to
20 you?
Z1 A. It is accurate.
2 Q. And would this reflect the reporting structure
23 after the period of time we were discussing before, sort
24 of after 2008, after early 20097
25 A. This is when we made Edward Foster chief
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Carnes
Integrity Advance 6/17/2014
1 do our audits, managing the controller who would do our
2 payables, writing checks and general reporting, internal
3 reporting.
4 Q. Did you hire Mr. Peck?
5 A. I did.
6 Q. The next name, Hassan Shahin, I'm not sure how
7 to pronounce it?
38 A. Hassan Shahin.
9 Q. Shahin, is that a man or a woman?
10 A. A male.
o b Q. What was his role at the company?
12 A. He was in charge of our technology, which meant
13 servers, development, software development. I don't
14 know about software development, but servers and all of
LS the third party software we used and making it all work
16 together.
17 Q. Did Integrity Advance have a website?
13 A. Yes.
19 Q. Would he have been in charge of developing that
20 website?
21 A. The IT portion of it he would have something to
st do with. Ultimately we got the next guy on the box,
23 Bruce Andonian, who became really the development side
24 of IT, so Hassan was more of the -- managed the servers
25 and infrastructure and software and so forth, and then
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Carnes

Integrity Advance 6/17/2014

1 Q. Mr. Carnes, were you involved in reviewing the

2 document production to Consumer Financial Protection

3 Bureau pursuant to our CID?

4 A. It was a pretty exhaustive amount of documents

5 that were produced to my knowledge, and I went through

6 the interrogatories relatively carefully. I did not

4 look at every document.

8 Q. And were you involved in decisions about what

9 was produced and what was not produced?

10 A. No.

11 Q. Who was involved in that?

12 A. It was a combination between our original

113 attorneys who were on this that I believe were

14 negotiating with the original attorneys on your side

15 that were involved. I can't remember who the people

16 were to be honest, but I wasn't involved in that. They
17 were just trying to limit the laundry list to some

18 degree. I cannot even tell you what got limited.

15 Q. And when it came to actually producing documents
20 from the company, who was involved from the company?

21 A. Chris Pickett was mainly the person on our side
22 who organized all of the documents, and he as well as

23 Claudia Callaway, our prior attorney, kind of put things
24 together, and then we had another third party who I

25 guess —-- I don't know why, but apparently you required
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Carnes
Integrity Advance 6/17/2014
1 some specific format, and we had to have the third party
2 put it into that format to submit it, so there were
3 multiple people involved in that process.
4 Q. Was there somebody -- anybody at a higher level
5 at the company than Chris Pickett who was involved in
6 choosing which documents to produce and which not to
7 produce?
8 MS. BAKER: Let me just caution you. To the
9 extent you can answer Ms. Weinberg's question without
10 disclosing communications that are protected from
11 disclosure by the attorney/client privilege, you should
12 go ahead and answer her question, but if you cannot do
13 so without disclosing privileged communications, you
14 cannot answer the question.
15 MS. WEINBERG: I'm asking about who at the
16 company .
AN BY MS. WEINBERG:
18 Q. I'm not asking what your attorney said to you.
19 I'm asking who at the company was involved in --
20 A. At the company was Chris Pickett. Well, it
21 touched a bunch of people because of the scope of
22 requests. It touched finance, so finance had to help.
23 You had -- it touched analytics, so we had to have all
24 the underwriting charts and stuff we put in here. We
25 had -- there were marketing questions that were asked.
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Carnes

Integrity Advance 6/17/2014

all are.
BY MS. WEINBERG:

Q. Okay. ©So let's stick with apples to apples.

il
2
3
4 We've looked at Hayfield's income statement for 2011
5 from January through October of 2011, and that was

6 Exhibit 8. Let's look at Integrity's statement for the
7 same period, and that's INTEGRITY000251.

8

(Whereupon, Exhibit Number 9 was marked for

9 identification.)
10 BY MS. WEINBERG:
11 Q. And what was Integrity's net income for that

12 period?

13 A. On page 2512

14 Q. Yes.

15 A. The one that's $12,109,5527?

16 0. Correct.

17 MS. BAKER: And that period is January 1 to

18 Qetober 31, 20117

18 THE WITNESS: Yes.

20 MS. WEINBERG: Right.

21 MS. BAKER: Okay.

2.2 BY MS. WEINBERG:

23 Q. And that's the same period that's reflected in

24 the Hayfield document that we were just looking at,

25 correct, 254, which was Exhibit 8, so Exhibit 8 and
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Carnes
Integrity Advance 6/17/2014
i Q. Yes.
2 A. That would be -- again you're looking at the
3 parent company here.
4 Q. Exactly.
5 A. They could have loans from Integrity and others.
6 Q. So that would be combined?
7 A. Yes. The parent company combines all of the
8 children entities.
9 Q. Okay. So finally, I think the moment we've been
10 waiting for. We're going to go through all the
L& children. So it would be easier if we focus on Exhibit
1.2 9.
13 MS. BAKER: Do you mean tab 9 or Exhibit 107
14 MS. WEINBERG: Exhibit 10.
1.5 BY MS. WEINBERG:
16 Q. So is it fair to say that Integrity Advance was
17 the most profitable company among all of these children,
18 as you have referred to them, the companies that are
19 listed below the Hayfield Investment Partners logo or
20 gray designation in the middle of this sheet, Exhibit
21 107
22 A. Define profitable, please.
273 Q. Did it make the most money in excess of its
24 expenses?
23 A. Yes.

For The Record, Inc.
(301) 870-8025 - www.ftrinc.net - (800) 921-5555



2015-CFPB-0029 Document 102B  Filed 05/27/2016 Page 85 of 277



2015-CFPB-0029 Document 102B  Filed 05/27/2016 Page 86 of 277



2015-CFPB-0029 Document 102B  Filed 05/27/2016 Page 87 of 277



2015-CFPB-0029 Document 102B  Filed 05/27/2016 Page 88 of 277

87
Carnes
Integrity Advance 6/17/2014
1 MS. BAKER: This isn't a tax return.
2 MS. WEINBERG: No.
3 MS. BAKER: This is a page of a part a tax
4 return.
5 MS. WEINBERG: Same objection, Allyson. Same
6 response.
7 MS. BAKER: Well, I'm not even sure what we're
8 looking at to be frank with you.
9 BY MS. WEINBERG:
10 Q. Mr. Carnes, do you know what this is?
ik A. I don't know if I've ever seen this before. I'm
12 assuming this is some piece of Hayfield's tax return
13 that you've taken out and put in this book. Is that
14 correct?
15 Q. Correct, correct. Does it reflect which company
16 these numbers are related to?
17 A. I don't know what these numbers -- I don't know
18 what company these numbers relate to.
18 Q. In the upper left-hand corner of this document,
20 what company is identified?
21 A. Go Cash UK.
22 Q. And then it says schedule C income statement, so
23 does this reflect the income for Go Cash UK in 201172
24 MS. BAKER: I'm just going to object to this
26 whole line of questions and say that again this is a
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Carnes
Integrity Advance 6/17/2014
1 A. My best guess is that they are likely the
2 salaries of all of the other -- the people within HIP
3 Financial of which I was not. What year, '10?
4 Q. It would be the same for all the years. I gave
5 you the number for 2012.
6 A. Okay. So it would also include salaries from
7 Cornerstone Marketing because we separated employees
8 there at some point. I don't know if it was '10, '11
9 or 'l2, but at some point they were on their own in
10 terms of employees.
11 Q. How many employees did they have?
12 MS. BAKER: At what time?
13 BY MS. WEINBERG:
14 Q. Let's start with 2010.
15 A. I don't recall exactly. I would say less than
16 ten for each year. I don't remember exactly what it
17 was.
18 Q. Less than 10 from 2010 to 2012, is that
19 accurate?
20 A. Yes, yes.
21 Q. Other than the salary that you received from
22 Willowbrook Managers, did you receive any other salaries

23 related to your management of Integrity for the period
24 of 2010 to 20127
2b A. No.
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Carnes

Mr. Carnes, once again I will offer you

101

6/17/2014

the

complete tax return if that will help you in answering

these questions. Would you like to see 1it?

A.

Why don't you ask the question, and if

like I need it, I'1ll tell you.

identifi

correct?

Q.
recogniz

A.

(Whereupon, Exhibit Number 101 was mark
cation.)

THE WITNESS: We're on page 319 here?

BY MS. WEINBERG:
So can you tell me what this is, if you
e 1it?

Well, it says it's a 2011 schedule K-1

share of income, deductions and credits.

Q.

i= G R I OB

Q.
percent

A.

.
in 2011

And for what company is that?

Hayfield Investment Partners.

This is for a particular partner in box
Willowbrook Marketing.

Execuse me?

Willowbrook Marketing, LLC.

And 1is it fair to say that you were the
owner of Willowbrook Marketing?

That's correct.

So then does this reflect distributions

from Willowbrook?
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Carnes

Integrity Advance 6/17/2014

1 Q. So if I -- where is that information contained?

2 A. On the server somewhere.

3 Q. On the server?

4 K. Yes.

5 Q. And who generated the list for EZCORP?

© A. It wasn't generated per se. What do you mean by

7 generated I guess?

8 Q. Well, at some point I'm assuming, and please

9 correct me if I'm wrong, that somebody from Integrity

10 handed over to someone from EZCORP a document, either

17 electronic or in paper form that said, Here are all of
12 our customers.

13 A. No.

14 No? What happened?

15 A. So again they had no online presence.

16 Qs Right.

17 A. They had nothing.

18 0. Right.

1.9 A. So we had all this stuff set up and working on
20 servers, on our servers that they just took over the

21 servers.

22 Q. So any existing customers and their information
23 that were on the servers then just became the property
24 of EZCORP; is that what you're saying?

25 A. EZCORP was very specific in the assets they
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Carnes
Integrity Advance 6/17/2014
1 A. I think we were leasing them to be honest, but I
2 think we may have owned a couple. I just don't
3 remember. But whatever we had they -- in terms of,
4 whatever we had that was primarily with Go Cash, they
3 ended up buying. Integrity didn't have that. What we
6 used for Integrity was third party or they didn't get it
7 in terms of real property.
8 Q. All right. And similarly you testified that the
9 assets were excluded from the sale, assets being
10 Integrity --
11 A. Assets being the loans?
12 Q. The term assets as used in the asset purchase
Al agreement between Hayfield and EZCORP.
14 MS. BAKER: Do you have an understanding of what
15 that definition is?
16 THE WITNESS: 1Is there a definition in the
17 agreement? I don't know.
18 BY MS. WEINBERG:
19 Q. Assets related to the business of Integrity
20 Advance.
2l A. The only asset to my knowledge that they got was
22 the customer list.
25 Q. Okay.
24 A. From Integrity.
25 Q. Were there any other assets that Integrity
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Carnes
Integrity Advance 6/17/2014
it calculation. I'm sure that this had something to do
2 with the 50 million. I don't know how they got to that.
3 BY MS. WEINBERG:
4 Is this related to the sale to EZCORP?
5 Yes.
6 Okay. And is it related to the stocks that we
7 were just talking about, that --
8 A. There is some relation there. I don't know what
g it is though.
10 Q. But however they came to this number, it
T reflects -- it's the reflection of that $27 million of
12 stocks and part of the sale between Hayfield and EZCORP?
1.3 A. I don't know if it's 50 or 50.7. I don't know
14 where it came from because it's not listed as a
15 distribution, so it's just a --
16 Q. All right. That was the first part of the sale,
1Y the stock sale?
18 A. Right.
19 Q. There were supplemental payments that were
20 called for as well; is that right?
2.1 A. Correct.
22 Q. And what were those?
23 A. November of 2013 there was a payment for 11
24 million, and in November of 2014 there's scheduled to be
25 a payment for 6 million, and in November of 2015,
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