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PROCEEDI NGS
JUDGE MKENNA: Back on the record.

M. Hughes, you understand you are still under
oat h?
THE WTNESS. Yes, Your Honor.
JUDGE MKENNA: Al right. You want to --
THE WTNESS. Yes.
JUDGE MCKENNA:  There you go.
THE WTNESS: Thanks.
JUDCGE McKENNA:  Proceed.
M5. FCQLEY: Thank you, Your Honor.
Good norning, M. Hughes.
THE WTNESS: (Good nor ni ng.
CROSS- EXAM NATI ON
BY M. FOLEY:
Q You work for the CFPB, correct?
A Yes.
Q Your title is data scientist?
A Yes.
Q You are not an econom st ?
A No.
Q Not a psychol ogi st ?
A No.
Q Not an expert in consuner behavior?
A No.

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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Q Now you nmade a nunber of assunptions in
performng your calculations in this case, didn't you?

A Yes.

Q D d sonebody tell to you nake these
assunpti ons?

A Un no.

Q So all of the assunptions that you nmade about
the data set that you reviewed in this case are
assunptions you nade on your own?

A | think that's fairly broad. | can't think of
any that | was told to nmake, but | couldn't entirely
rule out the possibility that, for instance, soneone
said you can assune that the, for instance, ACH the
NACHA docunents is actually the NACHA docunent that is
the one that is published on the web.

| nmean, | think there is the possibility of
sone bi zarre (inaudible word) case there, but generally
the assunptions that | nade were based on the data
Itself.

Q Al right. Let's talk --

JUDGE MKENNA:  \Wre there any col | aborati ons
bet ween you and ot hers w thin CFPB?

THE WTNESS. Yes.

JUDGE MCKENNA:  On t hose assunpti ons?

THE WTNESS: Yes, so | nean, we discussed

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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what assunptions could reliably be nade fromthe data.

| worked with other data scientists | discussed what

the data | ooked like with a forensic accountant and

had requests fromattorneys for specific infornmation.
JUDGE MCKENNA:  (kay. Thank you.

BY M. FOLEY:

Q How many ot her people -- how nany ot her data
scientists did you work with?

A | think it was limted to two, the way we work
in general is very collaboratively so it's possible
that others were involved nmarginally but primarily with
two other data scientists.

Q And you nentioned a forensic accountant, who
was that?

A Ti m Hanson.

Q Is M. Hanson al so enpl oyed by the CFPB?

A Yes.

Q And with -- what did you discuss with
M. Hanson?

A | don't think | could go into detail about
that, that was nonths ago, and it was in early stages
of our first attenpts to understand the data set.

Q D d M. Hanson provide you information on
whi ch you relied to performyour calculations in this

case?

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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A No.

Q Now |l et's tal k about sone of the assunptions
that you nade. You assuned that | oans origi nated at
the tine of the first transacti on you observed in the
data set, correct?

A For sone of the cal cul ations, we had to nake
t hat assunption, based on the fact that we did not
actual ly have the date of origination in that data set.
Qigination was not one of the events that was provi ded
in the transaction table.

COURT REPORTER  Tabl e?

THE WTNESS: Yeah, |'msorry, in the file of
transactions. |In sone of the calcul ations, we assuned
that the origination date was up to twenty-three days
prior to the date of the first transaction.

BY M. FQOLEY:

Q And your assunption of that for sone
calculations you did, are tal king about the
calculations for loans that originated on or after July
21st, 20117

Yes.

Q And your assunption for those cal culations for
| oans that originated on or after July 21st, 2011 the
deci sion use that August 13th date as a start date for

the loan, or the origination date was that an

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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assunption you chose to nake or did sonebody el se
I nstruct you to nake that?

A No one instructed ne to nake that, we
di scussed what the broadest -- what the nost
conservative possi ble assunption would be in that case.

Q And who was the, “we” you discussed that wth?

A | don't renenber exactly who | talked to, it's
entirely possible that it was that it was the full case
t eam

Q Meani ng Enforcenent Counsel ?

Yes.

Q | think you nmentioned that you reviewed a
nodel | oan?

A Yes.

Q Yesterday? D d you actually review an act ual
| oan docunent ?

A | have seen quite a few | oan docunents.

Q Wien you nmade the assunptions to use that
August 13th, 2011 start date, was that sonething you
determ ned based on review ng the nodel |oan agreenent?

A | had seen that in the | oan agreenent where it

-- | can't renmenber the exact text but it was saying

your next pay date -- it mght not have actually been
those words -- but | think it was saying within -- |
don't renenber the exact wording but it -- there was

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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sonething there that indicated that it should be within
twenty-three days.

Q But the decision to use that date was a
deci si on you reached w th Enforcenent Counsel ?

A It's sonething | discussed w th Enforcenent
Counsel .

Q Did they tell you to use that date?

A | don't think | was ever instructed to use any
date. W, we cane up with the assunptions that we were
conpletely confortable with. It was in discussion
with, with them but if they had nentioned a date that
we didn't think was supported by the evidence we woul d
not have gone with it.

Q Ckay. But if your conclusion that using the
August 13, 2011 date as a proxy for |oans that
originated on or after July 21, 2011 is an incorrect
assunption to use, then your cal cul ati ons about the
| oans that originated on or after July 21, 2011 were
W ong.

A That woul d depend on a lot of things. [If the

date were earlier or |later.

Q It would change --
A -- the nunber would change in different ways
it's -- | thought it was a, the nbst conservative way

to | ook at the data.

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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Q But if you change the starting date, that

woul d I'i kel y change your cal cul ations right?

A Yes.
Q July 21, 2011. Nowin the -- in your
testinony yesterday and the -- sone of the exhibits

that you di scussed with enforcenent counsel, you used a
phrase called total of paynents do you renenber that?

A Yes.

Q And total of paynents is basically what you
t hi nk woul d have been di sclosed in the TILA box in each
| oan agr eenent ?

A Yes.

Q Ckay. Now you didn't actually |ook at each
and every single | oan agreenent to find that TILA box
amount, right?

A Correct.

Q | nst ead you nade assunptions about the -- what
the total paynents in the TILA box was represented in
t he data?

A This was al so based on reviewing quite a few
| oan docunents. For instance, | |ooked at fifty
random y sel ected | oan docunents and conpared the
nunbers in the TILA boxes to the data in our data set
corresponding with the assunptions that we had nade.

JUDGE MKENNA:  And the results?

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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THE WTNESS: Al of them nat ched.
BY M. FQOLEY:
Q Wien you say fifty, you nean fifty actual | oan
agreenent s?
A Yes.
Q Qut of three hundred thousand pl us | oan
agreenents that were nade between consuners and

Integrity Advance?

A Yes, | mean there were nmany different reasons
to believe that that was the case, that the -- that our
assunptions were correct. The --looking at the fifty

was the belt and suspenders approach, we just wanted
sone actual real world validation of our assunptions.
Q Ckay. Now one of the other things you | ooked

at in the data you tal ked about renewal |oans is that

right?
A Yes.
Q You defined renewal |oans as all |oans that

were roll ed over?

A Yes.

Q So that would basically be your attenpt to
assess the loans that were not paid in full on the
first paynent date?

A | wouldn't characterize it that way. There

may be a fairly significant overlap between your

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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cat egori zati on and ours.

Q If a loan was paid off in full on the first
date you would call that a renewal | oan?

A | called a renewal |oan a | oan on which we saw
In our code a transaction starting off the chain of
transactions for that | oan.

Q And focussing on the renewed | oans, you
assuned that the initial renewal records indicated the
principal paid, is that correct?

A The principal that was rolled over indicated
the principal, yes.

Q |"msorry, did you assune that --

A The renewal record indicated the principal --
on renewed | oans, the Rrecord the anount on the R
record indicated the principal.

Q So the initial Rrecord you assuned was a
princi pal borrowed?

A Yes.

Q And you assuned that the initial payment
record follow ng the renewal indicates the finance
charge for the | oan?

A Yes.

Q And those are inportant assunptions for your
cal cul ations correct?

A For a subset of the cal cul ations, yes.

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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Q You al so assuned that the principal borrowed,
plus the initial paynent record foll ow ng the renewal,

t oget her equal ed the paynment anount that woul d have
been di scl osed by Integrity Advance as the total
paynments in the TILA box is that right?

A Qur assunptions were nore to eval uate what was
borrowed and what an initial charge was than it -- that
was the primary intent of those assunptions. | think
for sone of the cal cul ations, yes, we were | ooking at
the TI LA boxes for validation.

Q M. Hughes, do you have your May 10th, 2016
declaration with you here today? And if you don't --
you have your own copy? And for the record | believe
this has been narked as Enforcenent Counsel Exhibit 727?

A Yes.

Q Can you please turn to paragraph 19 of your
decl arati on?

A Yes.

Q It says, “lI have assuned that the principal
borrowed, plus initial paynent record follow ng the
renewal , together equal the anount that that” there's a
doubl e that, “would have been di scl osed by Respondents
as the 'quote total of paynents' in the TILA box,” did
you read that correctly?

A.  Yes, yes.

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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Q So the total of paynents that woul d have been
in the TILA box is an inportant nunber in your
cal cul ations that you provided, correct?

A | suppose, yes.

Q It was inportant to get that nunber right?

A | would say it was inportant to get all of the
nunbers right.

Q And if your calculation of the total paynents
t hat woul d been disclosed in the TILA box is wong,
then likely your calculation of the total paid above
the total of paynents woul d be wong too.

A That would follow | would caution, though,
that we could very well be slightly incorrect by being
conservati ve.

Q Ckay, but if the -- if you start with your
total paynent, you subtracted the total of paynents
t hat woul d have been in the TILA box?

A R ght.

Q To arrive at your calcul ation of the total
paynents above the TILA box, is that an accurate
descri ption?

A O an individual basis, it was not an
aggregate difference mnus -- it -- there was it was
not a difference of two aggregates it was the

di fference on an i ndivi dual | oan basis.

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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Q So if your assunptions on an individual |oan
basis is wong, your assunptions on the aggregate
nunber is going to be wong as well, isn't it?

A Yes.

Q And none of the exhibits we saw yest erday
during your testinony -- did we actually see your
calculations of the total paynents you assert would
have been disclosed in the Tl LA boxes, did we?

A |'"msorry could you repeat that?

Q In none of the exhibits that you were shown
yesterday did we see the actual nunbers you cal cul at ed
woul d have been the total paynents in the TlILA boxes?

A I''mnot certain, no.

Q Let's | ook at Enforcenent Counsel Exhibit 97.
And take a | ook at page two -- and we will put one on
the screen so you can follow Qur El no here needs a
mnute to warmup. M. Hughes do you recogni ze this
docunent ?

A Yes.

Q Now did you actually prepare this or did
sonebody el se in your office prepare it?

A | believe soneone el se prepared this actual
docunent .

Q Ckay. And now |l et ne ask you a question --

M5. CHUM Judge --

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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M5. FOLEY: [|'msorry.

M5, CHUM -- allow himto finish his
response, pl ease.

M. FQLEY: That was the end of -- ny question
was: D d you prepare it?

JUDGE MKENNA:  And he has a right to answer.

THE WTNESS. Any docunent that was prepared
on this case was prepared at ny direction and val i dat ed
by me as well. Sonetines | did initial calculations
and others validated them and sonetines others did
initial calculations and | validated them
BY M. FQOLEY:

Q Ckay, |ooking at page two of Enforcenent
Counsel Exhibit 97. W see total paid is the top box,
correct?

A "' mjust grabbing ny own copy.

Q Sure can you see the screen? O --

A Yeah | can just see this one a little better,
yes.

Q And on the bottomwe see total paid above
total of payments right?

Yes.

Q And there is nothing on this cal cul ation that

tells you what the difference between the total paid

and total of paynents actually is, that nunber is not

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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reflected on this docunent is it?

A Vel | that nunber woul dn't nean a whol e | ot
anyway, because as | said we, we calculated it by
| ooking at the different -- anything we cal cul ated, we
calcul ate by looking at the difference on an individual
account basis rather than sinply taking two aggregate
nunbers and subtracting them

Q Ckay. But yes or no, the total of paynents is
not in this docunent?

A Yes.

JUDGE MCKENNA: Yes, it's not.
THE WTNESS. Yes, it's not |I'msorry.
BY M. FOLEY:

Q Now i n cal cul ati ng anounts paid by consuners
you included only records that nmet certain criteria
correct?

A Yes.

Q Ckay. D d you choose those paraneters
yoursel f, or did sonmeone instruct you to use then?

A W chose themourselves. |t was definitely
after discussion with, with the case teamto inform
what we were | ooking at. But the final decision was
ours.

Q Ckay. The paraneters included only records

that had a paynent node field of ACH cash or check is

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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that correct?

A Yes.

Q And in cal culating anounts paid by consuners
you included only paynents that were designated as NSF
paynent, charge-off paynments, or standard paynent type?

A That sounds correct.

Q And you only included records that net the
first two criteria we discussed, that were narked as
cl eared?

A Yes.

Q And you al so only included records for
paynents that were not void, is that connect?

A Correct.

Q Ddit include any other records?

A No, those were, we felt, the nost conservative
way to | ook at paynents that were conceivably ot her
paynents that were excluded. But that woul d have cone
up with a | arger nunber.

Q Now your total paid anmount that you cal cul at ed
al so includes fees that Integrity Advance cal cul ated --
char ged?

A Un that's entirely possible.

Q If we | ook again the Enforcenent Counsel
Exhibit 97, page two.

A Fi nance fees plus additional fees.

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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Q Ckay.

A Yes.

Q Do those additional fees -- does that include
NSF f ees?

A Yes, | believe it does.

Q And NSF fees nmeans fees assessed because there
were insufficient funds to cover the charge?

A Yes.

Q It includes NSF fees even if the NSF occurred
on the first paynent due date for the | oan?

A It likely would, | didn't restrict by that,
yeah.

Q And turning to Enforcenent Counsel Exhibit 100
that we | ooked at yesterday. Put it up on the screen
for us all. This, | believe, is also in your binder,

M. Hughes, if it's easier for you to see it.

A Ckay.

Q Do you recogni ze this docunent?
A Yes.

Q D d you create this one?

A No, soneone else in the data science team
created this. However, | did validate it, and was
aware of it.

Q Ckay. Looking down at |ine seven, the March

14t h, 2012 entry, do you see that?

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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A Yes.

Q | believe you testified yesterday this shows
Integrity Advance attenpted an ACH but the transaction
failed, do you renenber that testinony?

A Yes.

Q And by transaction failed it neans Integrity
Advance did not actually get a paynent in that
transacti on?

A That was ny interpretation, yes.

Q Now you don't know if between March 14th,
2012, and April 2nd, 2012 Integrity Advance tried to
reach out and contact this custoner, do you?

A There was nothing in the transaction data set
that indicated that, no.

Q So unless it was in the transaction data set,
you have no idea what attenpts Integrity Advance nay
have nade to contact this custoner?

A That was outside the scope of the anal ysis |
was asked to perform

Q You didn't nake any i ndependent investigation
outside of the data set?

A No.

Q You didn't talk to any consuner?

A That woul d be --

Q Qutside the data set?

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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-- very unusual , yes.
Q Ckay. And you don't know why --
JUDCGE MKENNA:  The answer i s no?
THE WTNESS: No, I'msorry, no. | did not
talk to any consuner.
BY M. FOLEY:

Q And sitting here today, you don't know why the
consurer nmay have revoked the ACH aut hori zation?

A No.

Q | think we al so tal ked yesterday about sone
cal cul ations you perforned regardi ng the nunber of
I nstances that you observed Integrity Advance used
renotely created checks, renenber that testinony?

A Yes.

Q And | believe you described your cal cul ations
as being uses of renotely created checks to take noney
out of the custoner's account after the custoners had
revoked or ot herw se bl ocked ACH debits fromthe
account, do you recall that testinony?

A That sounds right.

Q And to determ ne whet her a custoner had
revoked or ot herw se bl ocked ACH debits you used
certain ACH codes?

A Yes.

Q D d you choose those ACH codes or did soneone

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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tells you tell you to use then?

A Sane as previously, it would -- | certainly
discussed it with the case team But we independently
| ooked at the NACHA handbook for things that we were
confortable nmet that description based on the
description in the handbook.

Q Ckay. And just to be clear, when you say the
case team you nmean with Enforcenment Counsel ?

A Yes.

Q Al right. e of the ACH codes you used was
R O8 is that correct?

A Yes.

Q Do you need to | ook at sonmething to refresh
your recollection? You can turn to your declaration if
It hel ps?

A | was turning to the NACHA Handbook.

Q Ckay. So that is exhibit 82?7 Please do feel
free to turn to exhibit 827

A Ckay. Yes.

Q Al right, does this refresh your recoll ection
that you used code R 08?

A Yes.

Q And code R 08, said paynent stopped?

A Yes, and the description says the receiver has

pl aced a stop paynent order on this debit entry.

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029
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Q Right. It doesn't tell you why the custoner
may have stopped the paynent does it?

A No.

Q No notes or comments in the data set that
woul d tell us why the custoner nmay have stopped the
paynent ?

A No.

Q And you didn't do any i ndependent
I nvestigation into why the custoner nmay have stopped
t he paynent, did you?

A No.

Q Possi bl e the custoner just chose to renege on
its obligations to pay?

A | didn't do any investigation, into --

JUDGE McKENNA: Vel |, but that was the
gquestion. She asked you a questi on.

THE WTNESS: |s it possible?

JUDGE MKENNA:  Yes.

THE WTNESS: Um | have no idea of anything
about that, | -- yes, that woul d be possible.
BY M. FOLEY:

Q M. Hughes, are you relying on anything in
your binder, your personal binder you brought up today?

A.  The NACHA codes.

Q Is that -- Your Honor | can't see it fromhere
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but it looks different than the copy | have? | can't
tell what else is in that binder.

A I'msorry. |It's printed four on a page.

Q Ckay. Can you tell us what else is in your
bi nder, we haven't seen this yet. | know yesterday we
understand there was a copy of your declaration, and
anot her declaration that wasn't in the exhibit list. |
would like to see what else is in the binder.

M5. CHUM (bjection.

JUDGE MCKENNA: Vel | - -

M5. CHUM Rel evance, he has only --

JUDCGE MCKENNA:  Just a second. |If he is using
sonet hing, then you have a right to know what he is
using. |If he says that he only used the NACHA
handbook, then that's all you have a right to see.

M5. FOLEY: That is fine, Your Honor, but |
can't tell if that's the same copy that is in evidence.

JUDGE MCKENNA: Al right. So you may

appr oach.
M5. FCQLEY: Thank you, Your Honor. | can't
read that.
JUDGE MKENNA:  That woul d be probl ematic.
THE WTNESS. Barely -- it's --

M5. FOLEY: Thank you. Honestly, the print is

too small for nme to read and conpare the exact text,
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but it appears to be the excerpt of the NACHA code,
that's exhibit --

JUDGE MKENNA: At ny age | can synpat hi ze
wth you.

M5. FQLEY: Thank you, it's getting harder
every day.
BY M. FOLEY:

Q Al right. M. Hughes, is there anything el se

I n your binder you have consulted in your testinony
t hi s norni ng?

A No.
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A No—
BY M. FOLEY:

Q Now turning back to the RCC cal cul ati ons, the
renotely created checks, regardl ess of why the custormer
may have stopped a paynent, you included all entries
t hat showed an ACH code 8 for stop paynents in your

cal cul ati ons?

A |'"msorry could you repeat that?

Q Sur e.

A | just lost track of part of what you were
sayi ng.

Q Regar dl ess of why a custoner nay have stopped
a paynent, you included all entries that you saw, |
believe, you said in -- ['mnot sure which exhibit it
was, but on the spread sheet you referred to yesterday
t hat showed an ACH code 8 for stop paynents?

A Yes.

Q And sone of the calculations you testified
about yesterday regarding the use of renotely created
checks were calculations of the totals that Integrity

Advance col l ected using renotely created checks in the

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

2015-CFPB-0029 Document 174  Filed 09/26/2016 Page 27 of 210 | | | - 27

time period after July 21, 2011, do you renenber that
t esti nony?

A Yes.

Q And your cal cul ations were of the nunber of
renotely created checks that Integrity Advance used
after July 21, 20117?

A That sounds correct.

Q You did not Iimt your calculations to the
nunber of renotely created checks Integrity Advance
used for loans that were originated on or after July
21, 2011 did you?

A I''mnot sure, | would have to refer back.

Q Can we pl ease have exhi bit, Enforcenent
Counsel Exhibit 97 slide four, or page four. Do you
recogni ze this exhibit, M. Hughes?

A Yes, | do.

Q Now did you create this one?

A No. Again, it was created by the data science
team | either created the nunbers or validated the
nunbers but | probably did not create the actual table.

Q Ckay. The title of this exhibit says Overview
of the Integrity Advance's use of RCC s on consuners
who had revoked I A's ACH aut hori zation, or stopped |A' s
ACHw thdrawals? Dd |l read that correctly?

A. Yes.
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Q And the far right colum says,

“RCC on or after July 11, 2011,” did | read that
correctly?

A Yes.

Q And nowhere in here does it say a footnote
that you are limting your cal culations to | oans that
were actually originated on or after July 21, 2011,
does it?

A No, that was our general assunption so |, ny
guess woul d be that this was a cal cul ati on based on
that. But --

Q You don't know what --

A But that detail | don't know off the top of ny
head.

Q You don't know sitting here today, one way or
t he ot her?

A No.

Q And turning to Enforcenent Counsel Exhibit 97
slide five. Were you calculate total anounts obtai ned
by RCC on after July 21, 2011, this al so doesn't say
you have Ilimted it to |loans that were actually
originated on or after July 21, 2011 does it?

A Correct.

Q And | ooking at the data set you reviewed you

were able to determ ne that nmany custoners took out
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nore than one loan fromlintegrity Advance, didn't they?

A Yes.

Q You didn't provide us any nunbers or
cal cul ati ons here of how nmany custoners took out nore
than two loans fromlintegrity Advance did you?

A | don't think so.

Q No cal cul ati ons about how many custoners took
out nore than five | oans?

A No.

Q No cal cul ati on about how many custoners nay
have taken out nore than ten | oans over tine?

A No.

Q And now, if you turn to the new exhibit we saw
yest erday, Enforcenent Counsel Exhibit 102.

A Just to be clear |'mgrabbing this fromthe
not ebook.

Q From your not ebook that you brought, or
from--

A Yes, frommne because | don't have the
updat ed exhi bits up here.

Q Wul d you mnd just holding it up so we al
see it's the sanme docunent. Thank you. Now the first
line, M. Hughes, the first line is the nunber of
one-tinme custoners, is that correct?

A. Yes.
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Q Ckay. And those are custoners who took out
only one loan with Integrity Advance?

A Yes.

Q So those are essentially the non-repeat
cust oner s?

A Yes.

Q You didn't show anywhere on this docunent the
di fference between the total nunber of custoners and
t he one-tine custoners?

A No.

Q And going down to the fifth line, the one-tine
| oans, it says in box noney paid to | A by consuners
above the “total of paynents” via one-tine |oans. W
just said the one tines, did | read that correctly
first?

A Yes.

Q Ckay. And we just said the one-tine | oans
that is the non-repeat custoners?

A Yes.

Q So to get to this nunber you started with the
total paid by the consuners above the total of
paynents? O in other words, above the TILA box?

A Um vyes.

Q Ckay. And so your cal culations of what the

total of payments woul d have been matters for this
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cal culation, doesn't it?

A Yes.

Q And you excl uded the anounts pai d above the
TI LA box by repeat custoners? That is the flip-side.

A Rght, we didn't |ook at repeat custoners for
one-ti me | oans.

Q So the renmai nder, you calculated this 39.9
mllion dollar nunber?

A Yes.

Q Ckay. And so if your calculation of the total
paynments is wong, then this 39.9 mllion nunber is
likely wong as well, isn't it?

A Yes.

Q Ckay. And the sane for the fourth |[ine, noney
paid to | A by consuners above the total of paynents via
first tine | oans?

Correct.

D d you read that correctly?

> O >

Yes.

Q And simlarly with the cal culation you did for
the fifth line you start with the total paid by
consuners above total of paynents that woul d have been
in the TILA box?

A Yes.

Q (kay --
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JUDGE MKENNA:  Excuse ne, who are the
I ndi vidual s that just cane in?

UNI DENTI FI ED VALE VO CE: W are with the

CFPB.
JUDCGE MCKENNA: Al of you?
UNI DENTI FI ED MALE VO CE: Yes, sir.
JUDCGE MCKENNA:  (kay. Thank you.
BY M. FOLEY:
Q And so again for calculation four -- for line

four, the total of paynents nmatters, your cal cul ations
of the total paynents matters for your cal cul ati ons of
this 69.6 mllion dollars represented here?

A Yes.

Q And if your calculations of the total of
paynents is wong, the 69.6 mllion dollar nunber here
Is wong as wel | ?

A Yes.

M5. FOLEY: Your Honor if | may just have a
nonment to confer wth counsel.

JUDGE McKENNA:  Yes, you nay.

(Brief pause.)

M5. FCQLEY: Your Honor, no further questions.
| did just want to put on the record yesterday
aft ernoon when we saw Exhibit 102. W requested the

source code for this docunent, and we convened court

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

2015-CFPB-0029 Document 174  Filed 09/26/2016 Page 33 0of210 ||| -33

-- when we recessed a little after 3:00.

At roughly 8:00 | ast night we received a
docunent that was represented to us was the source
code. W, unfortunately, were unable to use it, it
appeared to be inconmplete. W noved forward anyway
with our cross-exam nation today. W would |ike the
conpl ete version, reserve our right about it. W did
nove forward and were able to, obviously,
cross-exam ne M. Hughes this norning.

| don't know what may happen on redirect but,
| obviously want to put that on the record, and
reserve our rights if anything comes up furthernore
with this.

M5. CHUM Your Honor, of course I'mnot a
data scientist, but our data scientists have pul |l ed
t he source code and they have cross checked, and
validated that this -- wth the -- another individual
who was here, Ms. N cole Kelly -- that this was the
source code that was used. For this particular -- for
this chart, so --

M5. FOLEY: | can only tell Your Honor that we
were not able to replicate the cal cul ati ons based on
what was given froma high | evel perspective, because
I"mnot a data scientist, it appeared to point to

reference paths that were not observable to us from
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what was provi ded.

JUDGE MCKENNA: Al right. Here is the
solution. Your request to have the Agency give you
sufficient information so that you can replicate is
granted. And you do reserve your right, and have the
right to recall M. Hughes if you have additional
guesti ons based upon your analysis of the exhibit,
based upon those -- a full and conplete set of source
codes.

M5. FCQLEY: Thank you, Your Honor.

JUDGE MKENNA:  And then you, you can nove to
-- to have an opportunity to cure any potenti al
problens that exist as a result of that exhibit.

M5. FQLEY: Thank you. No further questions.

M5. CHUM Your Honor, if | may.

JUDGE MKENNA:  Can you speak up?

M5. CHUM Your Honor, if | may, | don't
foresee us having any additional source code as we
have provided, and |I'mrepresenting that ny
understanding is that we have provided all of the
source code al ready.

JUDGE MKENNA: Wl |, what you can do is you
can take M. Hughes or another data scientist who
m ght be nore famliar with it and sit down wth

Respondent's experts so that they fully understand and
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can replicate how you cane up with the nunbers, it's
quite sinple.

M. CHUM Yes, Your Honor.

JUDGE MKENNA:  And | woul d suggest that that
happen this afternoon after we conclude so that | wll
still be around -- and if there is any probl ens.

M5. CHUM Certainly.

JUDCGE MCKENNA: W can resol ve themvery fast.

M5. CHUM Yes, Your Honor, thank you.

JUDGE MKENNA:  Thank you and you can do your
redirect.

REDI RECT EXAM NATI ON
BY Mc. CHUWM

Q M. Hughes, good norning.

A Mor ni ng.

Q Is it your understanding that the transaction
data that you received was the transaction data for all
transactions, for all consuners of Integrity Advance?

A That was, yes.

Q So that would include the principal paid and
the first, and the first finance fee?

A Yes.

Q In other words the transaction data woul d
i nclude the total of paynents?

A Yes it should. O rather, what we determ ned
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to be an accurate proxy for those nunbers, as
di scl osed.

Q Now earlier you testified that you had nade an
assunption as to when a | oan originated, based upon the
transacti on data?

A Yes.

Q And you had to do that where you were asked to
limt your nunbers, your values, to |oans that
originated on or after July 21, 2011?

A Yes.

Q And you did that in every instance, you nade
that -- an assunption, the same assunption in every
I nstance where you had to limt your values to those
that originated on or after July 21, 20117

A | believe we nade that assunptions in all
cases, Yyes.

Q And you had testified that that assunption,
bel i eve you testified that it was that you added -- you
| ooked at transactions that happened twenty-three days
after July 21, 2011 to nake an assunption that the | oan
originated on or after July 21, 20117

A Yes, | believe we | ooked at initial
transactions for individual accounts that occurred
twenty-three days or nore follow ng July 21, 2011, yes.

Q And you repeatedly testified that that was a
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very conservative approach can you explain further why
t hat was conservative?

M5. FOLEY: |'mjust going to object to the
extent she is characterizing the testinony, it is what
It is.

JUDGE MCKENNA: Al right. It is sustained.
You heard the question without the qualifier and you
may answer .

THE WTNESS: W believed that that was a
conservative estinmate because it could have been |ess
than twenty-three days. The first paynent coul d have
been | ess than twenty-three days follow ng | oan
origination.

JUDCGE MCKENNA:  Whi ch woul d have what effect?
[t would elimnate it?

THE WTNESS. Yes, we would effectively be
| ooking at a snaller -- we effectively | ooked at the
snal | est data set of responsive records.

MB. CHUM

Q So by being conservative, was the total nunber
of consuners you |l ook at in your analysis snaller or
| arger than it would been if you were | ess
conservative?

A Smal | er.

Q And were the dollar values that you assessed
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in exhibits 97 and 102, snaller or larger than they
could have been if you had been, if you had not been
conservative?

A They were snaller than they woul d have
ot herwi se been.

Q You also testified that you relied on
sonet hing call ed an R code?

A Yes.

Q Again, what was that? Wuat was an R code?

A That was a return code, as specified in the
NACHA manual. Ch, I'msorry, the R code in the actual
data set would be the -- | can't renenber whether it
was paynent node or paynent type, but yes --

Q Is there sone -- go ahead, sorry.

A Yes, the code indicates that that is a
renewal , |'msorry, there were multiple R codes ki cked
around here.

Q And for clarification, |I'masking about the R
code that opposi ng counsel asked about relating to the
data, not the R codes in the NACHA nanual ?

A Ckay. Yes, R indicated renewal.

Q And where did you obtain that information?

A That was both in the data dictionary and in
7.9 of the TranDot Com nanual .

Q And earlier you testified that you only | ooked
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at data that net certain criteria, do you recall that?

A Yes.

Q Wiy did you do that?

A There were certain types that didn't indicate
paynents, so if we were cal cul ating paynents, if a
paynment was either void or failed, it woul d not
I ndi cate an actual paynent by the custoner.

Q And you testified you only | ooked at cl eared
paynent s?

A Yes.

Q Wiy did you do that?

A For the sane reason if the paynent didn't
clear it was effectively not nade, or potentially not
nmade, so, to be conservative we only | ooked at the
cl eared paynents.

Q And you did not | ook at void paynents?

A Correct.

Q Wiy did you do that?

A Sane reason, to be conservative, we did not
bel i eve that the void paynents were definitely nade.

Q So if you had included void paynents and |
assunmed that they were definitely paid, would the
nunber of consuners and the val ues assessed be | arger
or smaller?

A It would have been | arger.
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Q You had testified about the NSF and charge-of f
fees as wel | ?

A Yes.

Q Do you recall? And what is it again that you
did wth those?

A W restricted to a subset of paynent types, as
you just nentioned.

Q And why did you do that?

A Again, to be conservative, the neani ng of sone
ot her paynent codes did not appear to reflect actual
paynments, and so we did not include them

Q And you had testified that you included al
NSF fees or--

A There was a paynent type of NSF | can't
renmenber exactly what it was called, NSF paynent
per haps, that was i ncl uded.

Q And do you know whether that was a -- do you
know t he approxi mate val ue or the specific value of the
anount that you included?

A You nean the, like the total of NSF fees as it
went to the grand total s?

Q Yes.

A | don"t. | knowthat it was not a substanti al
portion of the nunber, but | don't know the exact

nunber off the top of ny head.
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Q Now you were asked earlier about your use of
t he NACHA Handbook, and now we are tal ki ng about R
codes in the NACHA handbook?

A Sur e.

Q Wul d you turn with ne to exhibit 82 the NACHA
Handbook?

A Ckay.

Q M. Hughes, you testified that you relied only
on R7, R8 and R10. Is that correct?

A Yes, for the calculations of RCC s follow ng
revocati ons.

Q Now M. Hughes, if you had -- first of al
were there other R codes other than R7, R8, and R 10
In the data sets that you received fromlintegrity
Advance?

A Yes.

Q I f you had included other R codes, other types
of revocations in your analysis, and | ooked at RCC s
that occurred after a larger set of instances of R
codes, would the nunber of RCC s have been | arger or
smal | er?

M. FOLEY: (njection, Your Honor. She is

characterizing the R codes as saying that every single
R code woul d be a revocation. That is plainly not what

t he docunent said.
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M5. CHUM Let ne restate any question.
JUDCGE MCKENNA: Pl ease.
MB. CHUM

Q Now i f you had | ooked at all of the R codes
that occurred in the Integrity Advance data set, and
t hen | ooked at subsequent RCC s that occurred after
t hose R codes woul d the nunber of RCC s that occurred
after the R codes have been larger or snaller?

A Lar ger.

Q And if you had | ooked at the total paid to
Integrity Advance following an R code via RCC on or
after July 21, 2011, would that val ue have been | arger
or smaller if you had | ooked at all of the R codes?

A That woul d have been | arger as well.

Q Now yesterday you recall we tal ked briefly
about the ACH s the val ue associated with ACH s that
occurred above principal ?

A Yes.

Q Do you, today, recall the anount that
consuners paid to Integrity Advance above the princi pal
via ACH for all |oans?

A | don't know t he exact nunber off the top of
ny head, it would be approxi mately ninety-ei ght percent
of the total nunber | believe.

CHUM Court's indul gence.
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(Pause.)

M5. CHUM Nothing further, Your Honor. Thank

you.
JUDCGE MCKENNA:  Thank you.
M5. FOLEY: | will be brief Your Honor.
RECROSS EXAM NATI ON
BY M5. FQOLEY:

Q M. Hughes, did you talk to anybody |ast night
about this case?

A No, | talked to two other data scientists, in
t he process of producing the source code.

Q So you talked to two other data scientists
about this case |ast night?

M5. CHUM (bjection, mscharacterizes the
t esti nony.

JUDCGE MCKENNA:  And your point?

M5. FOLEY: Well, yesterday -- he gave sone
nunber in his |ast answer which was the question he
struggled to have an answer for on the stand yesterday,
and | was | ooking for what refreshed his recoll ection.
QO on what he based that answer?

JUDGE MKENNA: Al right. Then you can ask
that question but you can't sit there and say, nake
assertions that kind of indicate that he was doi ng

sonet hi ng wong since he was effectively trying to
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comply with your request to get you the data codes.

M5. FOLEY: That is fine, and I'mnot trying
toinply to sonething else, I"'mjust trying to just get
to the question | asked. Wich was different than what
he answer ed.

THE WTNESS: | did not discuss what you are
tal ki ng about anyway. M/ ninety-ei ght percent
assunption that | just referred to was, was sonet hi ng
that | believe | sawin the source code or in one of ny
docunents yesterday. N nety-eight percent is
approxi mately the proportion of ACH transactions
overal |l of valid paynents.

COURT REPORTER O what paynent ?

THE WTNESS: |I'msorry, | said valid
paynents, but | mean paynents that cleared.

M. FOLEY:

Q And when Ms. Chum was aski ng you about the
NACHA return codes, the -- you had access to all of the
transactions that were produced and to the extent any
of them had an R code you had the full access to see

what those R codes were?

A Yes.
Q So you coul d have chosen to use other R codes?
A Yes.
Q You didn't include any wai ved paynent codes in
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your anal ysis, did you?

A No.

Q D d you | ook at the anmount of paynents that
Integrity Advance nay have just waived, and told the
custoner they didn't need to pay?

A ' mnot sure what you are tal ki ng about by

wai ved codes, are you referring to paynent type?

Q Yes, | am If you turn to the --

A I'mjust going to refer to the data
dictionary.

Q | was just going to turn you there?

A Wi ch one is that?

Q It's exhibit 80, Enforcenment Counsel Exhibit
80 page two.

A No. W did not |ook at wai ved codes, rather
we did not include those in the calculations that we
are di scussi ng today.

Q Nor did you do any independent cal cul ate of
the anmount this nmay have been wai ved?

A | can't say we definitely didn't because we
did a lot of general top line analysis of the data set
as a first pass. But | don't recall any nunbers from
that and there was nothing fromthat, that becane part
of these cal cul ati ons.

Q You didn't present any cal cul ati ons here about
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t he anmounts that were waived?

A No.

Q And just to be clear, on the August 13th, 2011
date that you used that is just an estinmate, right?
That was just a proxy you used to conme up wth what
| oans were originated on or after July 21, 20117

A Yes.

M5. FOLEY: No further questions, Your Honor.
JUDGE MCKENNA: Al right. Anything further?
M5. CHUM Court's indul gence.

(Brief pause.)

MR WHEELER  Your Honor this mght be a good

time for a quick recess, request your i ndul gence.

JUDCGE MCKENNA:  Certainly.

MR WHEELER  Thank you Your Honor.

(Brief recess.)

JUDGE MCKENNA:  Back on the record. D d we
cone to a resolution?

M5. FCQLEY: Yes, Your Honor in terns of the
dat a exchange we net outside and we have agreed upon
exactly what will be exchanged and both sides are
working to get that done.

JUDGE MKENNA: G eat, and how that is going
to interplay with cross-examnation.

M5. FOLEY: | don't have any nore questions,
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Ms. Chumm ght have -- we would not in any way del ay
the remai nder of the trial. W would just reserve the
right to see that and if necessary, recall M. Hughes.
JUDGE MKENNA:  That is fine, granted. Any
prelimnary matters before M. Chumstarts?
M5. CHUM Your Honor, we would reserve the
right torecall Dr. Ang as well, pending the exchange

of dat a.

JUDCE McKENNA:  Ch, okay.
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M5. CHUM Enforcenent Counsel has no further
guesti ons.

JUDGE MCKENNA: Al right.

M5. CHUM Thank you, Your Honor.

M5. FOLEY: | have nothing further at this

JUDGE MKENNA:  Unfortunately, M. Hughes, you
are going to be excused.

THE WTNESS: Al right, thanks.

M5, CHUM And just to clarify, now at this
point M. Hughes is no | onger under oath, so that he
can be a part of this data discussion as needed?

JUDGE MCKENNA:  |s that what you would |ike?

M5. CHUM | defer to ny data scientists. |
think that woul d be their preference.

JUDGE MKENNA:  Any obj ections?

M5. FOLEY: And that's -- just to clarify that
I s about the data that we have agreed to exchange?

M5. CHUM  Yes.

M5. FOLEY: | have no objection to himbeing
part of that discussion.

JUDGE MCKENNA: Al right, great.

M5. CHUM Thank you, Your Honor.

JUDCGE MCKENNA:  There is a possibility that he
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woul d be recal l ed, telephonically, | presune.

M5. FOLEY: | think it depends on what tine of
day but possibly.

JUDGE MCKENNA: Wl |, if it's not this day, is
what |'msaying, |I'm--

M5. FCOLEY: Understood, Your Honor. It wll
be tel ephoni cally, we understand.

JUDCGE MKENNA:  |'m flyi ng hore.

M5. FCLEY: Under st ood.

JUDCGE MCKENNA: Al right. So M. Weeler...

MR WHEELER  Enforcenent Counsel rests, Your

Honor .

JUDGE McKENNA:  You rest?

MR WHEELER  Yes.

JUDGE MCKENNA: Al right.

M5. BAKER  Your Honor we have a notion.
Perm ssion to hand out our Motion. |It's a Motion for

a Drected Ruling.

[f I may.

JUDGE McKENNA:  Yes, you nay.

M5. BAKER Thank you. W are going to give
you copi es of just a short brief.

JUDGE MCKENNA:  You are forcing ne to get ny
gl asses.

Pr oceed.
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M5. BAKER  Your Honor, we have provided the
Court and Enforcenent Counsel with a copy of a Mtion,
and a Meno in Support of that Mdtion. It's a
relatively short nmenorandumand | will nake a brief
argunent summarizing it, and ask that Your Honor
consi der the Mdtion before we begin our case in chief.

W -- Respondents nove for a directed ruling
as to liability inthis nmatter, and specifically,
liability as to M. Carnes as it concerns the
out st andi ng decepti on cause of action remaining in
this matter.

And specifically, as to M. Carnes and
Integrity Advance as it concerns the question of
whet her or not the use of renotely created checks
gives rise to a claimof unfair conduct under the
unfair -- the prohibitions against unfair, deceptive,
and/ or, abusive acts or practices of the CFPA
And specifically, the standard under the rul es of
practice for this Court, is that there has to be
sufficient evidence in the record to support a
reliable -- that has to be -- it has to be evidence
that is reliable, probative, and substantial.
So there has to be enough evidence in the record to
support, as a prima facie nmatter, a finding of

liability. And on appeal, of course, or as this goes
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up to the director of the agency, and then possibly
past him there has to be enough evi dence to support,
and substantial evidence is specifically the standard,
there has to be enough evi dence to support a finding
of liability.

Your Honor, we don't believe that there is
enough evidence in the record to support a finding of
liability specifically as to M. Carnes.

What Your Honor has heard so far is that M. Carnes
was a CEQ that he was the CEO of one of many
conpanies, that the relative, the relevant points in
time he didn't even spend fifty percent of his tine on
Integrity Advance.

Your Honor, has heard a great deal of
testinony about what M. Carnes did not do. He was
not involved in witing any | oan agreenent, review ng
any | oan agreenent, witing any | oan discl osure,
review ng any | oan disclosure, indeed M. Carnes
testified, as did M. Foster yesterday that that was
sonet hi ng out si de counsel |ooked at, and that, in
fact, that was why outside counsel was retained, at
| east as to that issue.

So it's very clear that the standard that this
Court has to consider, and indeed it's the standard

that the CFPB annunci ated at the beginning of this
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case, is a standard that is not net in this instance.
And specifically, the case | cite here is CFPB versus
Gordon, a recent 9th Grcuit case that M. Weel er
cited at the beginning of this trial, is the standard
t hat concerns whether or not there is a finding of
liability as to a related person, as to an individual.

And | had noted in that case there was a
finding of liability. And here is why. The
I ndividual in that case edited and nodified scripts.
The individual in that case was charged with, and in
fact, did nmake sure that all of the advertising and
marketing of the financial services product, which was
at issue, was |awful.

The individual in that case actually nade sure
that the final decisions that were nade, specific
granul ar docunents and i nformation were put out to
consuners were, in fact, witten by him revised by
him reviewed by him

That is the standard in the CGordon case, that
the CFPB cited at the beginning of this case, inits
opening statenent. That is clearly not what happened
here there is absolutely no evidence that the Bureau
has put into the record at this tine in its case in
chief to support a finding of liability as to

M. Carnes for deception or unfairness.

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

2015-CFPB-0029 Document 174  Filed 09/26/2016 Page 53 of 210 ||| -53

Now the renotely created checks argunent that
the CFPB has attenpted to nake, is that the nere
exi stence of a renotely created check was per se
unfair. But what Your Honor hasn't heard is, you
haven't heard any evidence to substantial injury. In
fact, what you heard yesterday was testinony that
fewer than one percent of any transactions resulted in
the use of a renotely created check, and at that it
was a | ast resort.

And at that it was only because a consuner
didn't contact Integrity Advance, choose not to use a
credit card, chose not to pay by PayPal. There were a
hundred ot her different ways, or numerous ot her
different ways that a consumer could have paid. And
so that is certainly not the reasonably avoi dabl e
standard that unfairness mandates as to RCC s.

And there's absolutely no evidence in the
record that they were not reasonably avoi dabl e, and
that there was substantial injury caused as a result
of the use of renotely created checks. That is the
unfairness prong for that. The renaining cause, there
IS no evidence that supports a finding of liability as
to the conpany.

Certainly no evidence that supports a finding

of liability for ROCs as to M. Carnes. And for
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t hose reasons, Your Honor, Respondents nove for a
directed ruling as to liability at this tine.

And we believe the only outstanding issue in this
matter that this Court should hear concerns the
gquestion of any nonetary relief. And that's we --
that is how we think the rest of the proceedi ng shoul d
go, thank you Your Honor.

JUDGE MKENNA:  Thank you.

MR WHEELER  Your Honor as an initial matter
there is no provision in the CFPB adj udi cation rul es
for a directed verdict. 1In fact, even in the federal
rules the Rule 50 only applies to the jury trials, and
obviously, thisis not ajury trial. So Your Honor, |
woul d argue their Mtion should be, not even be
consi dered because it's not proper.

In the alternative, obviously Your Honor we
have never read this, we just received it two mnutes
ago as you saw, we would like an opportunity to
respond in witing, because Respondent's have had an
opportunity to wite up their position.

Goviously | disagree with Ms. Baker. You
heard a ot of testinony during this proceedi ng about
how i nvol ved M. Carnes was, particularly in setting
up this conpany, how nmuch he knew about what the

conpany did. He also testified that he knew how t he
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di scl osures | ooked, he knew that the loan rolled over
by default, and he knew that nost people rolled over.

And that is the essence of the deception that
we have alleged, Your Honor. And that you found in
your Order, that the | oan discl osed one way but
actually worked in a different way.

JUDGE MKENNA: Al right. Since you are
going -- you want to respond by witing, | have this
to say. | haven't read the pleading, | haven't read
the transcript of testinmony, and | haven't fully
digested all of the exhibits.

So |l think it would be irresponsible for ne to
rule on your Motion I'mgoing to take it under

advisenent. And so that is ny ruling as to that

| Ssue.

How many days do you need to respond?

MR WHEELER  About five days, Your Honor. |
nean, in the alternative, | nmean, we were planning --

we assuned there would be a post-trial briefing in
this in this matter, so --

JUDGE MCKENNA:  You can do it that way.

MR WHEELER  That woul d be ny preference,
just conduct it wth the post-trial briefing that we
were going to do, regardl ess.

JUDGE MKENNA:  And | was thinking that, do
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the parties want to skip closing argunents since you
are going to be submtting briefs?

M5. BAKER  Your Honor, our preference woul d
be to have a cl osing argunent.

JUDCGE MCKENNA: Al right.

MR WHEELER W woul d too, Your Honor.

JUDGE MKENNA:  Ckay. How nuch tinme woul d you
need to illumnate everything?

M5. BAKER  Your Honor, | anticipate probably
twenty mnutes to half an hour. And that would be the
upper end of that. | do speak quickly, Your Honor, so
| may be able to do it nore quickly than that. But |
just want to --

JUDGE MKENNA:  And you have a very easy to
under st and oct ave | evel .

M5. BAKER  Thank you.

JUDGE MCKENNA:  Ms.  Chun?

M5. CHUM (No audi bl e response.)

JUDGE MCKENNA:  All right, so twenty m nutes
api ece. |f soneone wi shes to reserve five mnutes for
rebuttal, they may do so. Thirty days froma receipt
of transcript, opening briefs. Fifteen days
thereafter for closing, for reply briefs.

MR WHEELER  Thank you, Your Honor.

M5. BAKER  Your Honor, | just want a point of
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clarification, are you deferring ruling on our Mtion
or are you denyi ng our Mtion?

JUDGE MKENNA:  |'mdeferring ruling on the
Mot i on.

M5. BAKER (kay. Thank you.

JUDGE MCKENNA:  But | anticipate that | wll
handl e it through the decision and order.

M5. BAKER | see so, is it the case, Your
Honor, that the parties will be briefing this, or are
you asking that we brief this as part of our
post-trial briefing?

JUDGE MCKENNA: | think that post-trial
briefing would be the -- an appropriate way to go.
Now ny |l awer tells ne that the Agency rul es provide
thirty days fromthe close of the hearing.

And | respond -- hn?

LAWCLERK: It's thirty days fromthe receipt
of transcript.

(Court speaking with law clerks.)

JUDGE MCKENNA: Al right.

MR WHEELER  Thank you, Your Honor.

JUDGE McKENNA:  Yeah.

M5. BAKER Thank you, Your Honor.

JUDGE MCKENNA: Al right. So at this tine,

do you have a witness you wish to call?
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FOLEY: Yes, Your Honor Respondents call Dr. Ang.

JUDGE MCKENNA:  Good nor ni ng.

THE WTNESS. (ood norning, Sir.

JUDCGE MCKENNA: Pl ease rai se your right hand.

DOCTOR XI ACLI NG LI M ANG,

A w tness produced on call of the Respondent,
having first been duly sworn, was exam ned and
testified as foll ows:

THE WTNESS. Yes, Your Honor.

JUDGE McKENNA: Pl ease be seat ed.

M5. CHUM Your Honor, may | just state for
the record that notice of Ms. Ang's testinony was only
given to us one day before the beginning of trial.
And Rule 215 calls for, | believe, ten-day noti ce.
And | just want to put that out there for the record.

JUDGE MKENNA: Al right. And what do you
want nme to do about it?

MB. CHUM Ah --

JUDGE MKENNA:  You just can't put sonething
out there with without a request.

M. CHUM Well | assune you will permt Dr.
Ang to testify but | just want to put it out there
that we would request that Dr. Ang not be permtted to
testify on those grounds, that we were not given fair

noti ce.
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And that the exchange of the witness |ist and
the exhibit |ist had occurred per your schedule. And
that, that was the witness list that we relied on.

JUDCGE MCKENNA:  (kay. And | think that
everyone knows how | operate now. The way | operate
Is that | will protect your due process rights.

You wi |l have the sane right that Respondents
had to recall M. Hughes. So | wll give you five
days to nake a determnation of if you' re prejudiced
and if so howto cure it through either exhibits,
addi tional cross-examnation... |s that clear
bilaterally?

M5. FCOLEY: Your Honor, to state for the
record, she is a rebuttal wi tness.

JUDGE MCKENNA:  Par don ne?

M5. FOLEY: She -- Dr. Ang is a rebuttal

witness to M. Hughes. She was disclosed -- | have
|l ost track of tinme -- nore than a week ago, roughly,
or approximately a week ago. It has been no surprise

that we needed to pull sonebody together in |ight of
the new exhi bits they included fromM. Hughes, 97 in
particul ar.

JUDGE McKENNA:  Even without those, it -- all
right. So, you said one day before hearing.

M5. CHUM Yes, Your Honor and Exhibit 97 and
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Exhibit 100 were produced on the day that the exhibits
were due those were not new exhibits.

M. FOLEY: They were, the first tine we saw
themis when exhibits were disclosed, and then we
realized they were going to be new exhi bits and
testinony from someone who only had a decl aration
submtted on Sutmmary Disposition. That's the first
time we were aware he was going to testify at trial.

JUDGE MKENNA: Al right well --

M5. FOLEY: Meaning -- yeah that's all | am--

JUDGE MCKENNA: -- all of that is resolvable
through ny ruling. So, everyone be happy.

M5. FOLEY: |'mgoing to give you a set in
advance so you have sone to |look at. Denonstrative
that we will be using. Do you have a set for the
Court Andrew? Do you need another set, | think we can
get Your Honor a copy if you' d |Iike another set.

JUDCGE MCKENNA:  Thank you, all right --

M5. CHUM For the record Your Honor we have
just been handed six new exhi bits marked exhibits 19,
t hrough 24, and we have never seen these before. And
we woul d request additional copies of these.

M5. FOLEY: Sure we have copies and we wil |
hand themto you.

M. CHUM And tine to review these exhibits
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Your Honor.

JUDGE MKENNA:  Yes you, do you want a break
NOW.

M. CHUM Yes, Your Honor.

JUDGE MCKENNA:  All right, so we will break
for lunch. Cone back at 12:00. And before we go off
the record, could you give ne the spelling of your
nane.

THE WTNESS: Yes, Your Honor X-1.

JUDCGE MCKENNA:  Par don ne?

THE WTNESS: X, as in, x-ray.

JUDGE MCKENNA: Um hmm

THE W TNESS: |-A-OL-1-NNG The mddle
nane is L-1-Mand last nane is ANG

M5. CHUM And Your Honor we would like to
know whet her these exhibits were based on the sane
source code -- source -- exhibits 95 and 101 that were
provided to us by Integrity Advance. O whether they
were placed --

M5. FCOLEY: You nean the transacti onal
dat abase?

MR WHEELER  Yeah.

M5. CHUM  Yes.

M5. FOLEY: | just want to nmake sure because

you sai d source code, you threw ne off.
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M5, CHUM |'msorry, the transactional
dat abase.

M5. FCOLEY: Yeah, you will see in the
footnotes it tells you exactly what the sources are.
There is nothing surprising it's the sane data that
M. Hughes had access to and testified about, and
these are in response to his testinony given.

And you have all of the source code for these already,
and | think there is sone additional things we have
agreed to exchange which we will provide.

JUDGE MCKENNA: Al right. Wile you were
outside, did you clarify the source code issue?

M. CHUM Yes, Your Honor.

M5. FOLEY: Yes.

JUDGE MCKENNA:  Everybody is happy?

M. FOLEY: Wth what we have agreed upon, |
am sati sfi ed.

M5. CHUM Yes, we will both be exchangi ng
materi al s.

JUDGE MCKENNA: Al right. Well, that is
good. So now let ne see just a second. | want to
nodi fy ny ruling about breaking. Wy don't you do
your direct, and then we w |l break.

M. FOLEY: Sure.

(Attorneys conferring about exhibit copies.)
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FQLEY: May | proceed?

JUDCGE MCKENNA:  Yes, you --

M5. CHUM Your Honor if they could just very
qui ckly phot ocopy these, so that we can --

JUDCGE MCKENNA:  Par don ne?

M5. CHUM Your Honor, if they could just very
qui ckly --

M5. FOLEY: Ckay. W got them we got them
hol d on.

M5. CHUM So that we have five sets.

M5. FOLEY: | don't have five sets, but we
wll give you at |east one nore, | can deliver that.
Ckay, here why don't you --

JUDCGE MCKENNA:  This approach is not going to
cause you a problem is it, M. Weeler?

MR WHEELER No, Your Honor, | just want to
make sure that we had enough, that, you know --

JUDGE MCKENNA:  No, |'mtalking about taking
the direct because it's a little early to break for
| unch.

MR WHEELER No, no, that is fine Your Honor.

JUDGE MKENNA: Al right, just wanted to nake
sure.

Back on the record.

M5. FQLEY: (Good norning, Dr. Ang.
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DR XI ACLI NG LI M ANC
D RECT EXAM NATI ON
BY M. FQOLEY:
Q Good nor ni ng.

Are you currently enpl oyed?
Yes, | am
Were do you work?
Edgewort h Econom cs.
How | ong have you worked wi th Edgeworth?
Si nce Novenber 2015.
Prior to joining Edgeworth, were you enpl oyed?
Yes, | was.
Wiere were you enpl oyed?

The O fice of Research at the CFPB.

> 0 » O >» O >» O >

Q How | ong were you at the Ofice of Research at
t he CFPB?

A, Just over four years.

Q And what did you do at the CFPB?

A | was a research econom st, which neant that |
did cost benefit analysis which involved both the
application of economc theory as well as enpirical
anal ysi s.

Q D d your work involve enpirical analysis of
| oan | evel data sets?

A Yes, it did.
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Wre you present for M. Hughes's testinony?
Yes, | was.

Have you reviewed M. Hughes's cal cul ati ons?

> O > O

Yes, | have.

Q Have you revi ewed the transaction data set
M. Hughes relied upon?

A Yes, | have.

Q Based upon your observation of M. Hughes's
testinony, and your review of the data set, do you have
an understanding of the criteria M. Hughes used to
cal cul ate the anmount pai d by custoners?

A Yes, | do.

Q And what i s your understandi ng based upon?

A M/ understandi ng i s based upon both reading
the declaration, and applying it to the data, and
mat ching, or attenpting to match rather, the accounts
and the dollar amounts listed in Exhibit 97.

Q And when you say the declaration, are you
referring to M. Hughes's declaration in this case?

A Yes, ma'am Exhibit 72.

Q Thank you. Al right, using the description
in M. Hughes's declaration, were you able to replicate
M. Hughes's cal cul ations of the anounts paid by
cust oner s?

A No, | was not.
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Q Do you have an understandi ng of why you were
not able to do so?
A Yes, | do.

Q And what is your understandi ng?

A So if you will indulge nme and turn to exhibit
12.

Q Ckay. Let's -- do you have it inright in
front of you? It's in -- there is a book of

Respondent' s exhi bits?

A Yes, | do. So, if you take a | ook at page
four, and focus on paragraph 16. It states in 16 B
that the records that were included were designated as
NSF paynent, charge off paynent, or standard paynent
t ype.

However while replicating | realized that
M. Hughes al so i ncluded the paynent type renewal .
Whi ch you can see if you take peek at Enforcenent
Counsel ' s Exhi bit 80.

Q And I"'msorry, you say Exhibit 80, that's the
data dictionary you are referring to?

A Yes, ma' am

Q Ckay. So | will just stop you there, so, you
| ooked at what, paragraph 16 of M. Hughes's
decl arati on?

A Yes, and um - -
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Q Let ne just nmake sure we are all on the sane
page. So you tried to replicate his nunbers using the
paraneters identified in paragraphs A through D of
par agr aph 167

A That is correct.

Q And the R paynent you just described, renewal,
woul d have fallen in the sane |ine as paragraph B with
t he NSF paynent, charge-off paynent, or standard
paynent ?

A Yes, it woul d.

Q Ckay. Was there anything el se that you
observed based on M. Hughes's description of
paraneters in paragraph 16 that you observed there was
anything different fromwhat he actually used?

A Yes.

Q Wiat was that?

A In 16 D he states that he excl uded
transactions that were void; however, he al so excl udes
an additional status flag, which is transactions that
wer e returned.

Q And then once you understood the di screpancy
bet ween M. Hughes's description and what was actual ly
used, were you able to replicate his cal cul ati ons of
the total nunber of Integrity Advance custoners?

A. Yes, | was.
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Q Wre you able to replicate then his
cal cul ations of the total nunber of | oans?

A Yes, | was.

Q Wre you able to replicate his cal cul ati ons of
the total anmobunts consuners pai d?

A Yes, | was.

Q D d you review M. Hughes's cal cul ations of
total paid above total of paynents?

A Yes, | did.

Q Do you have an understandi ng of what
M. Hughes was referring to when he used the phrase
total of paynents?

A Yes, | do.

Q And what is your understandi ng of that phrase?

A M/ understanding is that total of paynents
represents the sumof the original principal and one
fi nance char ge.

Q And do you understand that that is what he
descri bed as what woul d have been disclosed in the TILA
box in the | oan agreenents?

A Yes, that is ny understandi ng.

Q So when M. Hughes calculated the total paid
above the total of paynents, what do you understand
that cal culation to represent?

A | understand that to represent the difference

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

2015-CFPB-0029 Document 174  Filed 09/26/2016 Page 69 of 210 ||| -69

in all dollars paid by consunmers by an individual
consumer to Integrity Advance, mnus his estinmate of

t he anount that woul d have been disclosed in the TILA
box.

Q Soit's the anount, it's his estinmate of the
anount the consuner paid above the TILA box disclosure?

A That is correct.

Q D d you nake any observations about
M. Hughes's cal cul ations of the total anmobunt consuners
pai d above the TILA box discl osures?

A Yes, | did.

Q And what i s your observation?

A That his calculation is an under estinate --
or an overestinate, pardon nme, and overstatenment of the
total paid above total of paynents.

Q And is that using the sane paraneters that
M. Hughes used in his calculations, the sane criteria?

A Yes, in terns of what was actually inpl enent ed
as well as follow ng the nethodol ogy outlined in his
decl arati on.

Q So why is M. Hughes cal cul ations of the
anounts consuners pai d above total paynent overstated?

A Because his calculations of the TILA anmount is
too | ow.

Q So his calculations of total of paynments is
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too | ow?

A That is correct.

Q Wiy does that matter?

A It matters because to get the total paid above
the total of paynents, you nust subtract the total of
paynments fromthe total amount paid, which we both
agree on.

Q So basically, if his nunber is too snmall, then
when you subtract it fromthe | arger nunber the
remai nder is too big?

A Exactly, yes nma'am

Q Ckay. So using M. -- Enforcenent Counsel's
Exhibit 97 slide 2 --

(Counsel speaking with projectionist regarding the
exhi bit displayed.)

Is it your testinony that the bottomline
where it says, total paid above total of paynents at
133 mllion dollars that that is wong?

A Yes.

Q Ckay. And if we |ook at page 3 of Exhibit 97.
Were -- let's give it a mnute to warmup -- where
M. Hughes cal culated the total paid above total of
paynents in the bottomline, thirty-eight mllion
dol lars, seven hundred ninety-five thousand, so that is

I ncorrect, that is your testinony?
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A That is incorrect, or you are correct, |
bel i eve that nunber is incorrect.

Q Thank you for fixing ny grammar. D d you
prepare a docunent to show your analysis that we just
descri bed?

A Yes, | did.

Q And can you turn to what has been narked as
Respondent's Exhibit 19, it's the first page | handed
to counsel this norning.

(Counsel conferring about exhibit copies.)
M5. FOLEY: Do you have a copy Dr. Ang?
THE WTNESS. | do.
BY M. FQOLEY:
Ckay. Do you recogni ze this docunent Dr. Ang?
| do.
Dd you prepare it?
Yes, | did.
And what is this docunent?

o >» O > O

A Thi s docunents is a conparison of the CFPB' s
estimates, and ny adjusted cal cul ati ons.
Q So based upon -- can you wal k us through your
cal cul ati ons and how you reached your concl usion.
Is that -- your conclusion line here is the
“CFPB overstates total paid above total of paynents” on

the bottomline, | apologize ny Elno is not
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cooper at i ng.

A Yes, it is.

Q And so, can you wal k us through your
calculation for the period of tinme of all |oans please?

A Absol utely, so, if you take a ook at the top
row, which |looks at total paid, principal, plus finance
fees, plus additional fees, ny calculations of total
pai ds using M. Hughes's paraneters nmatches exactly
down to the penny.

Q So that is the line, the first line that you
just described the total paid principal plus finance
fees plus additional fees?

A Yes.

Q Ckay. And your nunber is the sane as M.
Hughes' s nunber on this docunent correct?

A Yes, it is.

Q And you used the sane paraneters that
M. Hughes inplenented to reach this total ?

A That is correct.

Q Ckay. Then what does your line, “Total of
paynments” refl ect?

A “Total of paynents” reflects ny inplenentation
of ny understanding of M. Hughes's declaration in
terns of assigning finance charges and pri nci pal

borrowed, to a given | oan.
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Q And your calculation of this anount is a 150
mllion?

A That is correct.

Q Conpared to M. Hughes's cal cul ations of 140.5
mllion?

A Yes, it is.

Q Ckay. And then what is -- I'mgoing to try to
nmake this a little bigger so everyone can see it, there
Wwe go -- and then please tell us what the third line of
exhibit 19 shows?

A The third line of exhibit 19 is the result of
subtracting our respective total of payment anounts
fromthe total paid. And so what | find is that the
CFPB s calculation is 133.4 mllion dollars, conpared
to ny calculation of 123.8 mllion dollars. So these
two nunbers do not match.

Q And what is the difference Dr. Ang?

A The difference is 9.6 mllion dollars?

Q And whose is larger?

A So the CFPB's calculation is larger and this
Is, this 9.6 mllion dollars is their overstatenent of
the total paid above the total of paynents.

Q Thank you. You perforned the sane
calculation, Dr. Ang for -- regarding M. Hughes

calculation for the tinme -- for loans originated on or
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after July 21, 2011?

A That is correct.

Q Ckay. And based upon your analysis, by how
much was M. Hughes's total paid above total paynents
over st at ed?

A Hs total paid above total of paynents was
overstated by 2.6 mllion dollars.

M5. FOLEY: Your Honor, Respondents nove
Exhibit 19 into evidence.
JUDGE MKENNA:  Any obj ecti ons.
M5. CHUM Court's indulgence. Only to the
extent that we were just provided this docunent.
JUDCGE MCKENNA: Wl |, | have al ready given you
an opportunity to cure any problens, so --
M5. CHUM  Yes.
M5. FOLEY: Dr. Ang did you do anything --
JUDGE McKENNA:  Just a second |'m not done.
M. FOLEY: Oh, |'msorry Your Honor.
JUDGE MKENNA: | mght be old, but |I'mslow,
all right. So admtted, Exhibit 109.
(Respondent's Exhibit No. 19 was
admtted into evidence.)
JUDGE MCKENNA:  Proceed.
M5. FCQLEY: Thank you, Your Honor.
BY M. FOLEY:
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Q Dr. Ang, did you do anything to confirm your
cal cul ati ons were correct?

A Yes, | did.

Q What did you do?

A So | had ny cal cul ati ons validated and natched
nunerically by an experienced col | eague.

Q That is your standard practice?

A Yes, it is.

Q In the transaction |l evel data set that you
revi ewed, could you observe if a custoner took out nore
t han one | oan over tine?

A Yes, | could.

Q Based upon your observations did you cal cul ate
t he nunber of custoners who took out two or nore | oans
with Integrity Advance over tine?

A Yes, | did.

Q D d you cal cul ate the nunber of custonmers who
took out five or nore loans with Integrity Advance?

A Yes, | did.

Q D d you cal cul ate the nunber of custonmers who
took out ten or nore loans with Integrity Advance?

A Yes, | did.

Q D d you cal cul ate the nunber of custonmers who
took out twenty or nore loans with Integrity Advance?

A Yes, | did.
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Q D d you prepare a docunent to reflect the
nunber of -- reflect these cal cul ati ons?

A Yes, | did.

Q Ckay. Dr. Ang --

JUDGE MCKENNA:  What exhi bit nunber is this?

M. FOLEY: It's Respondent's Exhibit 20 Your
Honor .

M5. FOLEY: Dr. Ang do you recogni ze
Respondent s Exhi bit 207

THE WTNESS. Yes, | do.
BY M. FOLEY:

Q D d you prepare this docunent?

A Yes, | did.

Q Pl ease tell us what this -- Respondent's
Exhi bit 20 is?

A Thi s exhibit displays the nunber of custoners
who take out a given nunber of |oans or higher. So, if
you take a ook at the first row, two or nore | oans
neans that custonmer has 2,3,4,5 up to 45 | oans taken
out with Integrity Advance over the period May 2008
t hrough May 2013.

Q Let me stop you there. Wat was the hi ghest
nunber of | oans you observed a custoner took out from
Integrity Advance?

A Forty-five.
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Q And so you if you can just wal k us across the
line, two or nore, it says, “nunber of |oans two or

nore,” what was your cal culation of the total nunber of
t hese repeat custoners starting in May 2008 forward?

A Fi fty-seven thousand seven hundred
ni nety-ei ght.

Q And you cal cul ated the repeat custoners who
had two or nore | oans for the period originated on or
after July 21, 2011?

A Yes, | did.

Q And what nunber -- how nmany repeat custoners
were there who had two or nore | oans originated on or
after July 21, 20117?

JUDCGE MCKENNA:  You nean three or nore?

M5. FOLEY: | was just going to finish the two
or nore for the 2011 peri od.

JUDCGE MCKENNA:  (h, okay, fine.

M5. FOLEY: Ckay. | was reading right across
the |line here.

THE WTNESS: Twenty-six thousand, one hundred
t went y- ni ne.
BY M. FQOLEY:

Q Thank you, Dr. Ang. If we skip down to the
row t hat says, “Five or nore.”

(Speaki ng wi th projectionist regarding
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di spl ayed exhibits.)

BY M5. FQOLEY:
Q | think this mght nake it a little easier for
everyone to see. If we look at the line, “Five or nore

| oans” can you tell us what that neans Dr. Ang?

A Yes, that nmeans that for the period starting
in May 2008, eight thousand four hundred forty-seven
custonmers took out five or nore loans so 5, 6, 7 and so
forth,

Q And for -- if we look at the period for |oans
originated on or after July 21, 2011 did you cal cul ate
t he nunber of custoners who had five or nore | oans
during that period?

A Yes, | did.

Q And what is your cal cul ation?

A Si x thousand, five hundred twenty-seven.

Q And if we could just ook at the Iine where it
says, “Twenty or nore,” can you explain to us what is
represented on that |ine?

A Yes, so for the period May 2008 through May
2013, seventy-two custoners took out twenty or nore
| oans. Wien we restrict attention to the | oans that
were originated on or after July 21st, 2011, those
| oans -- seventy custoners, took out a loan after on or

after that date. And those particul ar custoners had
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twenty or nore | oans.

JUDGE MKENNA:  So there were only two before
t hat date?

THE WTNESS: So when we considered the
custonmers who are repeat custoners we are | ooking at
t he nunber of | oans they took out over the entire tine
period. So, there are only two who took out twenty or
nore | oans, between May 2008 through July 21st, 2011,
as M. Hughes defines it in his sanple restrictions.

JUDGE MCKENNA:  So the answer to ny question

I S yes.
THE WTNESS: Yes. Yes, sir.
JUDCGE MCKENNA:  Thank you.
BY M5. FQOLEY:

Q Dr. Ang, did you also cal cul ate the percentage
of custoners who were repeat custoners?

A Yes, | did.

Q And did you prepare a docurnent reflecting the
percentage -- your calculations of the percentage of
repeat custoners?

A Yes, | did.

Q I''mgoing to show you what's been nmarked --
Your Honor before | nove forward, | would Iike to offer
Respondents Exhibit 20 into evidence, please?

JUDCGE MCKENNA:  Any obj ecti ons.
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M. CHUM No, Your Honor.

JUDGE MCKENNA:  So admitt ed.
(Respondent's Exhibit No. 20
was admtted into evidence.)

JUDCGE MCKENNA:  Are we going to 21 now?

M5. FQOLEY: Yes, sir.

BY M. FOLEY:

Q Dr. Ang, directing your attention to what's
been marked as Respondent's Exhibit 21 do you recogni ze
t hi s docunent ?

A Yes, | do.

Q Dd you prepare it?

A Yes, | did.

Q Pl ease explain to us what this Exhibit 21
shows?

A This puts repeat custoners in context relative
to all custoners, in terns of the count of custoners,
count of |oans, and paynents nmade by repeat custoners
relative to all custoners.

Q Ckay. So focusing at the top category | see
the categories, are they the bold, custoners, |oans,
and paynent s?

A Yes, nma' am

Q If we if he focus on top category of custoners

did you cal cul ate the percentage of repeat custoners
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for, let's start wth the period May 2008 forward?

A Yes, | did.

Q And what is the percentage of repeat custoners
for that tine period?

A Thirty-two percent.

Q And that is reflected in this Colum, B, “All

A Yes, it is.

Q And did you al so cal cul ate the percentage of
repeat custoners who had | oans originated on or after
July 21, 20117

A Yes, | did.

And is that reflected on Exhibit 217
Yes, it is.

And what that is percentage?
Forty-ei ght percent.

o >» O > O

Turning to the second category where it says,
“Loans,” can you tell us what is reflected in this
cat egory?

A Yes, this is the total nunber of |oans nmade to
repeat custoners, relative to the total nunber of | oans
nmade overall.

Q And did you cal cul ate the percentage of |oans
to repeat custoners for the tine period May 2008

f orwar d?
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Yes, | did.
And is that reflected on this docunent?

Yes, It is.

o > O >

And what was percentage of |oans to repeat
custoners in that tinme period?

A Si xty percent.

Q D d you al so cal cul ate the percentage of | oans
to repeat custoners in the tinme period of July -- for
| oans originated on or after July 21, 20117
Yes, | did.
And what was that percentage?

> O >

Si xty-si x percent.

Q There is a third category on this docunent
t hat says, “Paynents,” please explain to us what that
represent s?

A Sure, so the total paid by custoners is the
sane line that we saw in both the exhibit 19, as well
as Enforcenent Counsel's | believe Exhibit 97. Wiere
M. Hughes and | match on our total paid by custoners,
so roughly 273.9 mllion for all loans. And 80.3
mllion for loans originated on or after July 21, 2011.

Q |'mgoing to stop you there Dr. Ang when you
say you and M. Hughes match do you nean you were able
to replicate his nunber?

A Yes down to the cent.
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Q Ckay. And using M. Hughes's cal culation, the
total paid by custonmers did you cal culate the
percent age of those paynments that were fromrepeat
cust omer s?

A Yes, | did.

Q And fromthe tine period May 2008 forward,
what was that percentage?

A Si xty-ni ne percent.

Q And that is reflected down at the bottom of
colum B on Exhibit 217

Yes?

You have to answer audibly. And did you
performthe sanme cal culation for the percentage of
total paynents fromrepeat custoners for |oans
originated on or after July 21, 2011?

A Yes, | did.

Q And what is that percentage?

A Sevent y-si X percent.

M5. FOLEY: Your Honor, Respondents offer
Exhibit 21 into evidence.

JUDCGE MCKENNA:  (oj ecti on?

M5. CHUM Your Honor, | would sinply, just
for point of clarification, was the source code that
we received yesterday evening around 10:30 or so, did

that i nclude the source code for these new exhibits.
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M. FOLEY: Yes.
M5. CHUM Thank you.
JUDGE MKENNA:  No obj ection?
M5. CHUM No objection, Your Honor.
JUDGE MKENNA:  Thank you.
(Respondent's Exhibit No. 21
was admtted into evidence.)
BY M. FQOLEY:
Q Turning to Enforcenent Counsel's Exhibit 102.
Dr. Ang did you have an opportunity to review
Enf orcenent Counsel's Exhibit 1027?
A Yes, | have.
Q And if you ook down at the fourth |ine,
“Money paid to | A by consuners above the total of

paynents via first tinme |loans,” do you see that |ine?
A Yes, | do.
Q Have you had the opportunity to review
M. Hughes's cal culations of the noney paid to
Integrity Advance by consuners above the total of
paynents via first tinme | oans?
A Yes, | have.
Q Do you have an understandi ng of what
M. Hughes was referring to when he used first tine

| oans her e?

A. Yes.
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Q And what is your understandi ng?

A It is the first loan that any custoner takes
out whether they are a one-tinme customer or a repeat
cust omer .

Q And did you nake any observations of about
M. Hughes's cal cul ati ons regarding the anounts paid by
-- paid to Integrity Advance by consumers above the

total of paynments via first tine | oans?

A Yes, | did.

Q And what were your observations?

A | observed that that anmount is overstated.

Q Is that -- did he overstate the anount for
bot h | oans ori gi nated between May 28 -- | oans

originated after May 2008 as well as for |oans
originated on or after July 21, 2011?
A Yes, he did.
Q Do you have an understandi ng of why these,
M. Hughes's cal cul ati ons are overstat ed?
A Yes, | do.
M5. CHUM Calls for specul ation.
JUDGE MCKENNA:  Par don ne?
M5. CHUM (bjection, calls for specul ation.
JUDGE MCKENNA:  Overrul ed.
BY M. FOLEY:
Q And what is that understanding, Dr. Ang?
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A M/ understanding is that the anount he
calculates as the total of paynents is too |ow

Q And the result? And what happens because his
total of paynments is too | ow?

A If his total of paynents is too | ow then the
total paid mnus total of payments is too high

Q And Dr. Ang, how did you concl ude t hat
M. Hughes's anmount of the total of paynents was
under st at ed?

A | did this by running i ndependent cal cul ati ons
attenpting to replicate M. Hughes's anal ysis.

Q Wre you able to replicate his anal ysis?

A No, | was not.

Q D d you take any steps after that to validate
that your anal ysis was correct?

A Yes, of course.

Q And | think you told us one of the steps you
took was to have a coll eague run the cal cul ati ons as
wel | .

Yes.
D d you do anything el se?
Yes.

What did you do?

o > O >

A So, this may be a bit of a | engthy

explanation. So, as an enpiricist one the first things
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to do when you get data is to think about how it
relates to underlying data generating process. S0,
where does the data conme from what does it descri be.

So we know that these are transactions from
Integrity Advance for this particular product which has
particular features. So, we know that interest is not
capitalized on these |oans, instead interest is,
basi cally included in the finance charge.

So, essentially, the principal paid should
never get bigger than for a given | oan. Because
interest isn't capitalizing so how could it get bigger?
SSmlarly, the finance charge is linked to the
principal amount. So, it is proportional. One
possible way that it could be proportional is it could
be thirty dollars per one hundred dollars. So the
finance charge and the principal anount go in | ock
st ep.

So if the principal can't get any bigger
nei t her can the finance charge.

Q And you when you say the principal can get
bi gger, you nean for a given | oan?

A Yes, ma'am And so, if the principal can't
get any bigger for a given |loan and fi nance charge
can't get any bigger for a given loan, then it seens

odd that when we -- when | sumacross all | oans that
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the net total of paynents as -- as described by the
CFPB, is larger in ny calculations than they are in the
CFPB cal cul ations. This defies our sense of how,

basi cal | y, addition works.

Q So when you basically add it up -- can you
wal k us through? D d you sanple the data?

A Yes.

Q To you test your theory?

A | | ooked at individual |oan records.

Q And what did you do, just so we al
under st and, when you | ooked at the individual |oan
records?

A VW took a | ook at where paynents occurred, and
what the ordering of paynents was. And we, basically,
just reviewed several records to understand the way
that those records are popul at ed.

Q Turni ng back to your observations about
M. Hughes's cal cul ation regarding noney paid to
Integrity Advance by consuners above the total of
paynments via first tine |oans, did you prepare any
docunents to show your cal cul ations that you descri be
how you determ ned that M. Hughes's nunber was too
bi g?

Yes, | did.
Q Can | have -- Respondents Exhibit 22 |'m goi ng
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to put on the screen. Dr. Ang do you recogni ze
Respondent s Exhi bit 227

A Yes, | do.

Q And can you tell us please what is
Respondent' s Exhi bit 227

A It is a conparison of the CFPB s cal cul ati ons
to ny adjusted calculations. O the total paid above
total of paynments for what they call first tine |oans.

Q And you prepared this docunent?

Yes, | did.

Q Ckay. And if you look at the concluding |ine

here, “CFPB overstates total paid above total of

paynents for first tine | oans,

Dr. Ang?

do you see that |ine,

A Yes, | do.

Q And please tell us what that line reflects?

A That reflects the amount by which the CFPB
overstates the difference between total paid above
total of payments. For this particular set of |oans.

And the overstatenent for the period 2008
through 2013 is approxinmately 7.1 mllion dollars.

Q And that is the nunber reflected in “Colum C
under “Adj ust ed?”

Yes, it is.

Q Ckay. And did you run the sane cal cul ation
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for loans originated on or after July 21, 20117

A Yes, | did.

Q And what did you concl ude about M. Hughes's
calculations for that period of tinme?

A That his total paid above total of paynents
was overstated by approxinmately 1.8 mllion dollars.

Q Ckay. And focusing on the period of tinme for
| oans originated on or after July 21, 2011, the 1.8
mllion dollar difference, can you wal k us through how
did you conclude that M. Hughes's nunber was
overstated by that anount?

A So the first step, was to start fromthe
basel i ne of the calculation of total paid above total
of paynents and as you have seen fromexhibit 19,
we've, | denonstrated that M. Hughes's cal cul ati ons
are an overstatenent. So, | start fromthe baseline of
ny adj usted cal cul ati ons on exhibit 19.

Then, | conpute the total paid above total of
paynents for all second or higher |oans for returning
or repeat customers.

So if you think about what happens when you
exclude all second or higher |oans for repeat
custoners, what you have left is the first |oans for
repeat custoners and the first loans for all one-tine

bor r owers.
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And so, when you take the difference | get a
total paid above total of paynments for first tine | oans
of approximately 10.4 mllion dollars.

M5. FOLEY: Your Honor, we nove Respondent's
Exhibit 22 into evidence.

JUDCGE MCKENNA:  (bj ecti ons?

M. CHUM No, Your Honor.

JUDGE MCKENNA:  So admitt ed.

(Respondent's Exhibit No. 22
was admtted into evidence.)

M. FOLEY: |If | may have Respondent's Exhi bit
102, pl ease.

M5. CHUM  Wiich exhibit?

M5. FOLEY: Respondent's Exhibit 102, put that
back up. I'msorry, that's right, Enforcenent
Counsel's Exhibit 102, this is not Respondent's
exhibit for the record.

BY M. FQOLEY:

Q If we look at the fifth box down. Wich is
noney paid to Integrity Advance by consumers above the
total of paynments via one-tine |oans, do you see where
| an®

A Yes, nma'am

Q Dr. Ang, did you review M. Hughes's

calculations for that amount for these -- for the --
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sorry, for noney paid to Integrity Advance by consuners
above the total of paynments via one-tine | oans?

A Yes, | did.

Q And did you nmake any observati ons about
M. Hughes's cal cul ati ons?

A Yes, | did.

Q And what observations did you nake?

A The -- M. Hughes's cal cul ations are
over st at ed.

Q So turning to the second row for | oans
originated after May 2008, M. Hughes cal cul ati on was
39.9 mllion dollars?

Yes, it was.

And your observation is that is overstated?

> O >

Yes, it is.

Q And your observation is the sane if we go over
one colum for loans originated on or after July 21st,
your observation is that M. Hughes's cal cul ati on of
roughly 8.99 mllion dollars is overstated?

A Yes. H s calculation is also overstated in
this case.

Q And do you have an understanding of why his
cal cul ations are overstated?

A Yes, | do.

Q And what is your understandi ng?
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A M/ understanding is that he under cal cul ated
the anount in the TILA box.

Q Ckay. And that as a function of under
counting the anount in the TILA box, what woul d happen?
A That woul d be subtracting too snall of a

nunber fromthe total paid by these consuners.

Q And focusing on your methodol ogy to sort of
validate that, your calculations were correct. You
started, you said you | ooked at sone sanple |oans in
the data set?

A Yes, | did.

Q And you anal yzed the records?

A Yes, | did.

Q And you used M. Hughes's net hods and
paraneters to | ook at those | oan records?

A Yes, as they were understood fromthe
decl arati on.

Q And then explain, what did you see happeni ng
with the TILA anounts as you reviewed the calc -- or
the total for each of those | oans as you | ooked at the
records using M. Hughes's nethod?

A So when | | ooked at the TILA anmounts | noticed
that there were a variety of principal anounts, and a
variety of finance charges. And that, chronol ogically,

both of those values were declining. | also realized
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that in just kind of good data hygi ene practices | took
a look at what the data dictionary said and matched it
out to what was in the field.

So | think that sonething that was central to
ny review of the data, initially, was the fact that if
you ook at Ms. -- the exhibit that Ms. Chum brought up
yesterday, | believe this is Enforcenent Counsel's
Exhi bit 80 agai n.

Q So, just stop right there, Doctor, and you are
| ooki ng at the data dictionary?

A Yes, | am So the different anounts
attributable to different parts or different paynents
potentially nade by consuners are conpartnentalized
into their own separate fields.

Q Ckay. And can you tell us, are you referring

to a specific page, or part of an exhibit?

A Yes, | amat the bottomof page two of exhibit
80.

Q Is this the right page we are | ooking at?

A Yes, it is.

Q So -- | explain on the -- okay.

A So, as you can see the principal paid has its
own variable, the finance charge has -- paid, has its

own variable, and the fees charged has its own

variable. So, every type of paynent, basically, stays
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inits owmn lane. It does -- so we know what paynent or
attenpted paynent is a principal attenpt for paynent,
and which paynent or attenpt is a finance charge
paynent or attenpt.

And as | discussed earlier, given the
characteristics of the product those can't get any
smal ler, over tinme. So --

Q You nean -- |I'msorry, if soneone pays off the
princi pal the nunber should go down?

A Ch, sorry, those can get snaller, they can't
get any bi gger over tine.

Q Ckay. So what did you observe in the data --
did you observe sonething in the actual data that was
different than what you expected regardi ng the
princi pal shouldn't get bigger over tine?

A No, | did not.

M5. FQLEY: Just a nonent, Your Honor, if |

may ?
BY M. FOLEY:

Q Wien you attenpted to use M. Hughes's
nmet hodol ogy, | ooking at your sanple, did the --did you
observe that the principal nunbers in the sanpl e | oans
actual |y got bigger over tinme as conpared to snaller
over tine?

A So we did not receive turn over, SO we
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followed his directions as they were laid out in his
declaration. And we did not observe, to the best of ny
know edge, the principal getting bigger over tine.

Q And again, what told you there was an error in
M. Hughes's net hodol ogy?

A The fact that we, that | could take a
principal record froma given |oan, and a finance
charge record for a given loan, and that those coul d be
bi gger when aggregated up in ny cal cul ati ons, than they
were in his calcul ations.

Q Al right.

JUDGE MCKENNA:  How much nore will you have
wth this wtness?
M5. FOLEY: Probably ten m nutes, Your Honor.
JUDGE MCKENNA:  Proceed.
M5. FQLEY: kay. Thank you, Your Honor.
BY M. FOLEY:

Q Turni ng back to your observations regarding
M. Hughes's calculation of the total paid above total
paynents for one-tine |oans, did you prepare a docunent
| ayi ng out your cal cul ations?

A Yes, | did.

Q Ckay. I'mputting in front of you -- or I'm
putting up on the screen Respondent's Exhibit 23. Do

you recogni ze this docunent, Dr. Ang?
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A Yes, | do.

Q And pl ease tell us what Respondent's Exhi bit
23 1s?

A This represents the contrast between the
CFPB s cal cul ati ons and ny adjusted cal cul ati ons of
total paid above total of paynents for one-tine |oans.

Q And what was your concl usion regardi ng -- when
you say CFPB you are referring to M. Hughes's
cal cul ati ons?

A Yes, | am

Q And what was your observation about the anount
by which M. Hughes's cal cul ati ons overstated the total
pai d above total of paynments for one-tine | oans?

A For the period from May 2008 t hrough May 2013,
| find that the CFPB overstates total paid above total
of paynents or, | apologize -- M. Hughes overstates
total paid above total paynents by approximately 7.6
mllion dollars.

And when we -- when | focus | oans origi nat ed
on or after July 21, 2011, that overstatenent is
approximately 2 mllion dollars.

Q Ckay. And those are reflected in this bottom
line of the chart, that |'mnow pointing to, which is
the fourth Iine down. And the nunbers you were readi ng

period May 2008 forward is the 7 mllion, five hundred

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

2015-CFPB-0029 Document 174  Filed 09/26/2016 Page 98 of 210 ||| -98

sixty-four, eight hundred and three doll ars,
seventy-one cents?

A That is correct.

Q Ckay. And the nunber for your cal cul ating of
t he anount by which M. Hughes's cal cul ati ons was
overstated is the one mllion nine hundred sixty-six
t housand four hundred eighteen dollars and fifteen cent
nunber reflected in the bottomof colum E, is that
correct?

A That is correct.

Q Your Honor we nove Respondent's Exhibit 23
I nto evi dence?

JUDCGE MCKENNA:  (bj ecti ons?
M5. CHUM No objection.
JUDGE MCKENNA:  So admitt ed.
(Respondent's Exhibit No. 23
was admtted into evidence.)
BY M. FQOLEY:

Q Dr. Ang, did you performany cal cul ations
maki ng adjustnments to total anounts paid over the TILA
box di scl osures based on an excl usi on of another set of
repeat custoners | oans?

A Yes, | did.

Q And what cal cul ation was that?

A It was a calculation of total paid above total
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of paynments for a group -- for where | exclude second
or higher | oans for repeat custoners whose first |oan
was a renewal | oan.

Q And what do you nean by renewal | oan?

A By renewal loan, | nean a | oan that has nore
t han one transaction, or not transaction, | apol ogi ze
for that msstatenent. Mre than one application
nunber in the data associated with that | oan.

And | realize, Your Honor, that sounds
confusi ng because application nunber sounds like it
associ ates one per loan. But, in fact, every
Interaction that is associated with a paynent bei ng due
is uniquely identified by the -- a variable called
appl i cati on nunber.

So, I'mnot msspeaking when | say that, it's
just essentially, the way the variable is naned.
Q Ckay. And when -- did you prepare a docunent
refl ecting your cal cul ati ons?
A Yes, | did.
Q Ckay. Can you put on the screen Respondent's
Exhi bit 24.
JUDGE MKENNA: Al right, just one second.
BY M. FQOLEY:
Q If you go to line two of Respondent's Exhi bit
24.
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So a repeat custoner whose first | oans were
renewal | oans, does that nean that they were the repeat
customner, or are you tal king about a rollover?

A Soit'salittle bit of a conbination. The
first cut is that this is restrict -- this exclusion is
restricted to custoners who have nore than one | oan.
And with --

Q Dr. Ang, I'msorry -- is that repeat
custoners, when you say that --

A Yes, it is.

Q -- nore than one | oan?

A And once we | ook at repeat custoners, there
are two types of repeat custoners. One, the type that
rolls over their first loan. And two, the type of
custoner who pays down their first loan in one paynent.

JUDCGE MCKENNA:  Pays it off?

THE WTNESS: Exactly. So we are only
excluding the loans that are the loans attributable to
custoners who have nore than one | oan and rolled over
that first loan. So, put another way, the custoners
that we are including are the custoners who had only
one |oan as well as the repeat custoners who paid down
their first |oan.

JUDGE MKENNA:  O'f the record.

(Brief recess was had.)
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JUPDGE MKENNA:  Back on the record.
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Proceed.
BY M5. FQOLEY:
Q Dr. Ang, sorry -- looking at Respondent's

Exhibit 24, can you wal k us through your cal culation if
we |look at the tine period for all loans, if we start
with the total paid above total paynents for all
custoners, and you adjust that to exclude the | oans
whi ch are repeat custoners whose first | oans were
renewal | oans?

M5. CHUM (bjection. M understanding is
that as a rebuttal w tness --

JUDCGE MCKENNA:  You have to speak up.

M5. CHUM (bjection on the grounds that this
I s beyond the scope of M. Hughes's direct, and
Dr. Ang has been brought on as a rebuttal w tness.

JUDGE MKENNA:  That's --

M5. CHUM These are new nunbers that do not
go to nunbers that M. Hughes presented in his direct.

JUDGE MKENNA: | understand, and |'mgoing to
allowit.

M. Hughes, have you been revi ew ng
Respondent's recently distributed exhibits?

MR HUGES: Ah, yes.

JUDCGE MCKENNA: Al right. During lunch |
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want you to go over the transcript of the part that
you m ssed because when we cone back, both of you are
going to be up here, and we are going to have -- see
If there is any disagreenent so that it's on the
record, and it's clear. That is alittle bit unusual,
but that is ne. Ckay?

M5. CHUM Your Honor, given that we received
t hese docunents just now, these new exhibits, ny
understanding is that it will take quite sone tine for
the data scientists, for our data science teamto
review all of the nunbers and to go through the source
code.

| amnot confident that we will be able to run
all of these nunbers and to understand themw thin the
time that it will take for lunch, unless it's a very,
very | ong | unch.

JUDGE MKENNA: Al right. W can, we can
recess, and I will get ny way at a | ater date.

M5. CHUM Thank you, Your Honor.

M5. FOLEY: | nean, Your Honor, just for the
record, this is one additional calculation, the source
code was provided |last night, underlying it. She's
wal ked t hrough her nethodol ogy. |'mnot sure that we
need hours to, to take the tine, | understand that is

what Ms. Chumis representing. But | would foresee
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that we finish up the direct, and take a break, and
have cross.

M5. CHUM Your Honor, there are six new
docunents here that M. Hughes has just seen for the
first tine.

JUDGE MKENNA: Do you want to postpone cross?

M. CHUM Yes, Your Honor.

JUDGE MKENNA:  Beyond | unch.

M. CHUM Yes, Your Honor.

JUDGE MKENNA: Al right. And -- hi.

M5. BAKER  Your Honor, we have anot her
witness who is here, who we expect to put on the stand
after Dr. Ang. And out of respect for her schedule, |
don't want to nmake her have to cone back tonorrow
because she has cone back from Del awar e.

So, | think, assumng that is okay with ny
col l eague, | would ask that she be permtted to
testify today, at sone point, even if we recess today.

Wiich is what | understand Ms. Chumto be
pr oposi ng.

JUDGE MKENNA:  Ch, yeah, well we woul d take
t hat wi tness.

M5. BAKER Thank you, is that okay w th you?

M5. FOLEY: That is -- of course.

M5. BAKER (Ckay. Thank you. | just want to,
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out of respect for her, not nmake her cone back here,
since she is out of town.

JUDGE MCKENNA:  |'min agreenent.

M5. BAKER  Thank you.

JUDCGE MCKENNA: Al right. So what | want
you to do is to, over the lunch hour, determne how
much tine you will need to review the nunbers, run
your own nunbers and source codes, and determ ne
whet her there is any disputes, not just nuneric, but
schemati cal | y.

If both sides agree that a certain met hodol ogy
I's appropriate, and that the nunbers correspond, then
It would obviate the need for ne to get both experts
together. And for those of you who haven't tried that
before, it's a lot of fun.

Ckay. Proceed.

BY Ms. FQOLEY:

Q Thank you, Your Honor. Dr. Ang -- | |ost
track of where we were -- if could you just please tell
us, what was your calculation if you renove -- if you
exclude all loans to repeat custoners whose first |oans
were renewal |oans fromyour adjusted total paid above
the total paynents for all custoners.

JUDGE MKENNA:  And before you answer that,

woul d you expl ain your answer to ny question so that
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M. Hughes can hear it, because that is pivotal as to
what is included in that second |ine.

THE WTNESS:. Absolutely, so excluding al
| oans to repeat custoners whose first | oans were
renewal | oans, neans that | amexcluding |oans that are
attributable to consuners who are repeat custoners, Sso
that is the first distinction in that excluded group.

And the further distinction in that excluded
group that is the excluded group is Iimted to
custoners who have rolled over their first |oan.
So put another way, the custoners in the included group
are: (One tine borrowers, or one tine custoners, and
that al so i ncludes repeat custonmers who paid down their
first |oan.

JUDGE MCKENNA:  Pai d of f?

THE WTNESS: Paid off their |l oan in one
paynent .
BY M. FQOLEY:

Q And Dr. Ang, when you exclude that group from
the total paid above total of paynents for the period
of May 2008 forward, what does that result, what is the
total paid above total paynents for that group?

A Approximately 39.9 mllion dollars.

Q And for the period of tine with | oans
originated on or after July 21, 2011, what is the
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cal culation for that group?

A It's just under 10 mllion dollars, it's nine
mllion nine hundred ei ghty-nine thousand five hundred
sixty-four dollars and fifty-four cents.

M5. BAKER  Your Honor Respondents offer
exhibit 24 into evidence.

JUDGE MKENNA:  Any obj ections?

M5. CHUM No objection.

JUDGE MCKENNA:  So admitt ed.

(Respondent's Exhibit No. 24
was admtted into evidence.)

JUDCGE MCKENNA:  |s there a 25?

M5. FOLEY: There is not a 25. |If you have a
25 pl ease | et ne know.

JUDGE MKENNA: | have a tab.

M5. FOLEY: Ckay. No there is not an Exhibit
25.

Your Honor, no further questions at this tine.

JUDGE MKENNA: Al right. So let the record
reflect that |'mtaking that tab out.

So under ny cal cul ati ons, we have addressed
all of Respondent's Exhibits 1 through 24.

M5. FOLEY: [|'mnot sure.

M5. BAKER  Your Honor, we have a w tness who

we expect to be putting on the stand, as | said,
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t hrough whomwe will be we will be introducing a
coupl e of exhibits.

JUDGE MKENNA:  More?

M5. BAKER No, Your Honor, they are contained
within the nunbers you just described. In fact, |
think there is only, the only exhibits that we have
affirmati vely noved into evidence during this
proceedi ng, just now and have addressed, are the ones
that Ms. Fol ey addressed.

JUDGE MKENNA: R ght, but then in ny order --

M5. BAKER  Yes.

JUDCGE MCKENNA:  -- | admtted --

M5. BAKER Yes, Your Honor, you have
admtted, if that is the question, yes. Your Honor
has admtted all of those exhibits. W have not yet
addressed all of those exhibits.

JUDGE McKENNA: R ght .

M5. BAKER  Yes.

JUDGE MCKENNA:  And you are at liberty to do
so.

M5. BAKER  Thank you.

JUDGE MCKENNA: And | encourage you to do
so.

M5. BAKER  Thank you, Your Honor.

JUDGE MCKENNA: | was trying to speed things
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up a little bit | don't know whether | did.

M5. BAKER Thank you. W will be using
several of those exhibits in the afternoon. Thank
you.

JUDGE MKENNA: @ eat.

M5. VEINBERG Your Honor, just a point of
clarification. Are these any of the exhibits that
were wi thdrawn by Respondent's or are these the
exhibits that were already admtted?

M5. BAKER No, they are not exhibits that
have been wi thdrawn. These w thdrawn exhibits are
wi t hdr awn.

M5, WVEI NBERG Thank you.

M5. BAKER These are exhibits that have been
admtted into evidence.

JUDGE MKENNA:  Ckay. One o'clock. Before
you leave, | would like to take care of the striking.

M5. BAKER  Yes.

JUDGE MCKENNA:  So that, that gets done. And
off the record.

(Lunch recess was had from12:18 p.m - 1:07

p.m)

JUDCGE MCKENNA:  Back on the record.

Does Enforcenent Counsel take the position
that -- or is -- do any of the exhibits break out the,
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for the first-tinme paynent, let's say that soneone
borrows a hundred dollars and there is a thirty dollar
fee that's attached to that, all right.

Does the conpany -- does Enforcenent Counsel
think that that is a violation if the --

LAWCLERK: |I'msorry | was just listening to
you.

JUDGE MCKENNA: Al right. Do you think it's
a violation if there is NSF, and they didn't call, and
they didn't pay, and they attenpted to charge that
account thirty dollars and it's NSF.

MR WHEELER  And the consuner hasn't -- has
pai d not hing on the | oan?

JUDGE MKENNA:  Correct.

MR WHEELER | think our position is that
that would not be a violation. | think we have been
-- our position that is paynents nade above the total
of paynents represents danages to the consuner.

JUDGE MCKENNA: Vel | that woul d be above what
Is in the box?

MR WHEELER | thought your hypothetical that
I s the consuner had pai d not hing.

JUDCGE MCKENNA:  Pai d not hi ng.

MR WHEELER R ght, so the only thing is
that --
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JUDCGE MCKENNA:  And so there woul d be an
attenpt to take thirty dollars out, he owes that
thirty because he didn't pay off the |oan.

And then he owes a hundred and thirty nore, so
it's a hundred and sixty total, right?

(Brief pause.)

MR WHEELER | guess |'mnot a hundred

percent sure, Your Honor, | nean, | think we are -- |
nean, | think we are -- our concern is wth anounts
paid to -- in excess of a total of paynents.

JUDGE MKENNA: Wl |, in that case, if they

called on day fifty-five, said | want to pay it off,
the pay off would be a hundred and sixty, wouldn't it.

MR WHEELER Ah --

JUDGE McKENNA: Wl |, yeah, well there is the
roll over fee of thirty, plus there is the NSF fee, |
guess there is another one included in that.

MR WHEELER That you are saying to be
anot her NSF fee.

JUDGE MKENNA: Wl |, you have the roll over
fee.

MR WHEELER Right.

JUDGE McKENNA:  How nmuch is the NSF fee,
thirty. So, aml| correct then it would be a hundred

and ninety that the person would owe? You have thirty
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dollars for the initial loan, plus a hundred, so that
Is a hundred and thirty.

And then they didn't pay it off within the
thirty days, so you got a rollover fee that brings it
up to a hundred and si xty.

And then there is -- when the conpany tried to
get the thirty dollars, and there was NSF on that,
then that would nmake it a hundred and ninety, right?

MR WHEELER I n your hypothetical at this
poi nt the consuner has paid nothi ng?

JUDGE MCKENNA:  Pai d not hi ng.

MR WHEELER | guess |'munsure the answer to
your questi on.

JUDGE MKENNA: Wl |, you take the position
that the rollover fee, the thirty dollars would be a
viol ati on, because it's above what is in the box.

But, what about the NSF fee?

MR WHEELER | nean, yeah, | nean | think our
position is that all anmounts paid over total of
paynments represents a violation.

JUDGE MKENNA:  But the agreenent was that the
custoner knew that he was going to have to pay at the
end of the nonth.

MR WHEELER  True, | nmean, | think

practically, that the volune of NSF fees is pretty
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smal |, given the volune of paynents that we are
talking about. | don't think that is going to
radi cal | y change the nunbers.

JUDGE MKENNA: Wl | .

MR WHEELER | guess |I'm you know, |'m
trying to think through it. You know, obviously, |
wasn't, you know, prepared to address your question.

JUDGE MCKENNA: Al right. Wll, do you need
to think through it? And | wanted to know whet her
there are nunbers in the record that Kkind of
identify -- so that is --

MR WHEELER | nean, | think it's a nunber
that we could cal cul ate, Your Honor.

JUDGE MCKENNA: Al right.

MR WHEELER To sort of, | guess, subtract
out, if it is sonething you want us to subtract out,
NSF f ees.

JUDGE MKENNA:  And - -

MR WHEELER | don't know if we have
generated that, sorry.

(Court conferring with [aw clerks.)

JUDGE MKENNA:  Ckay. So | guess that's what
| would like to know. It just didn't seem appropriate
tone that if they were, if they contract to have a

| oan and they know that they are supposed to pay it
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off in X date, and they don't and then the conpany
debits themthirty dollars to roll it over.

Then in addition to that they go over and put
It -- NSF charge the NSF charge seens to ne to be an
appropriate charge that the conpany nade agai nst t hat
consurer .

MR WHEELER | think | understand your
guestion, Your Honor.

JUDGE MCKENNA: Al right. Now Ms. Baker
probabl y di sagrees with ne.

MR CARNES: W agree with you.

MR WHEELER Yeah, | think --

MR CARNES: W completely agree with you.

JUDGE MKENNA: Al right. And at sone point
intinme, well right nowis probably a good a tine as
any. | want to -- if you take the O der that deals
with the CFPB Enforcenent Counsel's exhibits. So are
you, are you not proffering 46 through 527

MR WHEELER | believe that is correct, Your
Honor, we don't intend to proffer any additional
exhi bits, that | ooks correct.

JUDGE McKENNA: VWl I, | just want it on the
record since you' ve rested, | mean that has to be your
answer, but...

Al right. And 70 and 71.
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MR WHEELER W don't intend to proffer
t hose, Your Honor.

JUDCGE MCKENNA:  Sane for 747

MR WHEELER  Sane answer, Your Honor.

JUDCGE MCKENNA:  Seventy-seven t hrough 797

MR WHEELER (Ch, nmaybe. It's just you
admtted 81 yesterday, correct?

JUDGE MKENNA: | thought that | just said 77
t hr ough 797

MR WHEELER (h, yes, but so 79, |'msorry.
Seventy-nine is a |l arge docunent and 81 is a subset.

JUDGE McKENNA:  Yes.

MR WHEELER So | was just clarifying that 81
was admtted yesterday, right?

JUDGE McKENNA:  Yes.

MR WHEELER Ckay. So we are not intending
to proffer 77 through 79.

JUDGE MKENNA:  Ckay. So we have 83, 84, 86,
and 89 and 90, that would seemto do it, are we in
agr eenent ?

MR WHEELER  Yes, Your Honor.

JUDGE MCKENNA: Al right. Good. That is
done. Call your next wtness.

M5. BAKER  Your Honor we call Ms. Ml er,
Ms. Quinn Mller. And if | may approach the w tness
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stand just to tidy it up a bit before she takes it.
JUDGE McKENNA:  OF cour se.
M5. BAKER  Thank you, Your Honor.
(Wtness takes the stand.)

JUDGE MKENNA:  Have you done this before?

THE WTNESS. No.

JUDCGE MCKENNA:  |t's a lot of fun.

THE WTNESS: So | under st and.

JUDGE MCKENNA:  Ckay. Please stand, raise
your right hand.

THE WTNESS. Sure.

ELI ZABETH QU NN M LLER,

A w tness produced on call of the Respondents,
having first been duly sworn, was exam ned and
testified as foll ows:

THE WTNESS. Yes.

JUDGE MCKENNA: Pl ease be seated. State your
full nane for the record.

THE WTNESS. Elizabeth Quinn Ml er.

JUDGE MCKENNA: Pr oceed.

M5. BAKER Thank you, Your Honor.

D RECT EXAM NATI ON
BY M. BAKER
Q Good afternoon, Ms. MIler. Could you please

tell us your current place of enploynent?
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A | work for the Ofice of the State Bank
Comm ssi oner of the State of Del awnare.

Q What is your position in that office?

A | nvestigati ve supervi sor.

Q And is there a particular unit that you work
I n, neani ng bank versus non-depository?

A Non- deposi tory.

Q And what is a non-depository?

A A non-depository is a financial business,
certain types of financial businesses that do not take
deposits, do not function as banks.

Q Wul d a short-termsnall dollar | ender or
payday | ender be in the category of non-depository
I nstitution?

A Yes.

Q And so you work in the capacity of overseeing
t hose types of institutions?

A Def i ne over seei ng.

Q Fair enough. What do you do with respect to
t hose types of institutions?

A M/ staff investigates |icense applications,
and handl es consuner conpl aints.

Q And how | ong have you had your current
posi tion?

A In Septenber it will be twenty-seven years.
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Q And before then, what did you do?
A | was in retail banking.
Q You were in retail banking. Wre you in

retail banking in the Comm ssioner's Ofice?

A No, | nean | worked for banks.

Q | understand. And for how |l ong did you work
for banks?

A | don't know, maybe a decade.

Q And if you can just tell us approxinmately how
many different banks you worked for?

A Maybe four.

Q What did you do for those different banks,

just generally?

A Generally, alittle bit of everything. | ran
the ATM system for one, | was a branch manager, | nade
nortgage loans, | started out in credit card custormer
servi ce.

Q Can you tell us your highest |evel of
educat i on?

A | have a four year degree.

Q And what is your degree in?

A Psychol ogy and communi cati ons.

Q That is a Bachelor of Arts or Bachel or of
Sci ence?

A Bachel or of Arts.
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Q And what do -- how -- can you give us a |ist
of all of your current job duties, and presumably have

you had the sanme job duties for the |last twenty-seven
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years?

JUDGE McKENNA:  Just current right now

M5. BAKER CQurrent is fine, thank you.

THE WTNESS: | supervise a staff of about
ten, review final recommendations on |icense
applications, pick up the slack wherever necessary,
review final reconmendati ons on consuner conpl ai nt
resol ution.

JUDGE MKENNA:  Coul d you speak up.

THE WTNESS:. Certainly, resolve conplaints,
it all mashes in together, that is why it's hard to
l'ist.

BY M. BAKER
Q Thank you. This is a good list, thank you.

And is it fair to say that this -- these
groups of tasks or duties you just described, so
supervising staff of ten, review ng final
recommendati ons of |icense applications, resolving
consurer conplaints, that |ist has been or has
conpri sed your job duties for the last five years?

A Yes.

Q Wul d you say that would be true for the |ast
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ten years?

A Yes.

Q So going back to, call it 20067

A Yes.

Q Ckay. You said that you review the final
recommendati ons for |icense applications.

A From any investi gators.

Q From your investigators.

A Part of ny staff.

Q The ten fol ks that you supervi se.

A R ght, sone of themare clerical, but yes, all
of the investigators are in that staff.

Q How many i nvestigators are there?

A Wien we are fully staffed, it would be six or
seven.

Q You said that you review the final
recommendati ons that they nake concerning applications
for licenses, in a non-depository unit, is that right?

A Yes.

Q What is that process of renew ng those |icense
recommendati ons entailing?

A Renewi ng or ensuring?

Q l|"msorry, review ng the request for
applications that you are involved in review ng.

Excuse ne. Wiat is involved in your task of
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revi ew ng those recomrendati ons?

A Going over all of the information that has
been presented with the application, reading the
I nvestigators analysis of it and their recomrendati on,
and seeing if | agree.

Q And obvi ously, w thout going into any
speci fics, can you give us a sense of instances or what
mght trigger an instance when you would not agree with
a reconmendation to accept a |license?

A There have been tines when | have had
questions because of ny review | would go back to the
I nvestigator, tell themwhat ny questions are and they
proceed to continue to investigate.

Q And again, I'msensitive to the confidenti al
nature of what you do, so if you can give ne a high
| evel understandi ng of an instance, for exanple, of
when you m ght have said to the investigator, as you
just represented, please go back and do nore?

A Let's see, sonetines it happens in financials,
t he bal ance sheets and the profit and | oss statenents |
may pick up sonething that they mssed. | nay not
agree, they may think there is enough there and | nay
think there isn't.

Sonetines | have questions about the

principles. | want to know sonet hing about their
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experience that nmaybe | don't see in front of ne. That
ki nd of thing.

Q And when you say principal, just so we are
cl ear, you nean?

A Executives, people who run the business that
is applying for the |icense.

Q Thank you, Ms. MIler. Your office, it sounds
| i ke fromyour description, is charged with |icensing
what we described before as short-termsnall dollar
| enders; is that right?

A Yes.

Q How many, such, approxi nmately, how nuch such
| i cense | enders does your office over -- have |icenses
for right now?

A That particular type of license lenders in
general ?

Q | am-- thank you -- as to short-termsnal |l
dol I ar | enders, how many such entities, approxinately,
woul d you say are licensed in the state of Del aware at
t he nonent ?

A Fifteen or twenty.

Q And if | could ask you to go back in tine a
little bit, and we will go back in time increnentally.
Starting with 2013, about how nmany were |icensed,

short-termsnall dollar | enders?
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A | honestly don't know.

Q Wuld it be nore than today, or |ess than
t oday?

A Probably nore, I'mnot sure when the reporting
requirenents cane in, third party reporting
requi renents. Probably nore.

Q " mgoing to ask you the sane questions, going
back to 2008 and to the best of your ability if you can
try to approximate, and | understand it's an
approximation, and I'mcalling on nenory of going back
a nunber of years, | understand that. But if you can
do your best to give ne a rough approxi mate of how many
| i censed short-termsmall dollar |enders you believe
were in the state of Delaware in the year 20127

M5. WEI NBERG  Your Honor, | don't see the
rel evance of this |line of questioning.

THE WTNESS: | have no i dea.

JUDGE MKENNA:  Overruled. Al right. Let ne
try and do it this way. Wat were the reporting
requi renent s?

THE WTNESS. |'mnot exactly sure when it
cane into effect, but, and it wasn't our idea. The
| egi sl ature decided that short-termsnall dollar
| enders needed to report their loans to, | think the

conpany is called Veritech, | have nothing to do with
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that system but | do know that it's happening. It's
fairly burdensone to the lender. So if they didn't
want to do it, they got out.

JUDGE McKENNA:  And so that had a --

THE WTNESS: It had a negative inpact on the

nunber s.

JUDGE McKENNA: R ght .

THE WTNESS. R ght.

JUDGE MKENNA:  And, do you renenber year that
was done?

THE WTNESS: No, | don't. If I, when | get
back | could look it up. But, it's been fairly
recently, | don't knowif it's been nore than five
years, | kind of doubt it but |I would have to check.

JUDGE MCKENNA: Al right. You could give it
to Ms. Baker, and she can get it into the record.

M5. BAKER Thank you, Your Honor. And thank
you Ms. Ml er.

BY M. BAKER

Q | want to nake sure | understand, | believe
there is a website link or a link on the website for
your office that has a list, it's like a registration
list, and it appears to be operated by this third party
vendor, Veritech, is that --

A It coul d be.
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Q Ckay. | -- it sounds like it mght be the
sane thing that you are referencing. Going back to the
line of questions to the best of your ability, and if
you don't recall you don't recall, how nany |icensed
short termsnall dollar |enders, approxinmately, do you

thi nk mght have been in the state of Delaware in 20117

A | don't know.

Q Ckay. |1'mgoing to ask you for the other
years as well, you may or may not renenber sane for
2010?

A l"msorry, | just --

Q Ckay.

A | don't nmenorize the nunbers year by year.

Q Thank you. | appreciate that. |n connection
with a short-termsmall dollar |ender obtaining a
license in the State of Del anare, can you wal k us
through the steps that are involved in that process?

A | can wal k you through the steps of any
| ender .

Q And would it be different for short-term
smal | dol I ar | ender?

A They use the sane application.

Q Ckay.

A There is an application, they submt it with

the information that is called for, along with an
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I nvestigation fee. W take the application now, this
I's not, of course for anybody except nortgage
conpani es, but you are not involved in nortgage
conpani es, right.

W take the application, we go through all of
the information, if we have questions we go back to
them back and -- it's a lot of back and forth. Once
we have everything that the application calls for and
that we need to consider, ny investigator wites up
their recommendation and it cones to ne, and | review
it.

Q Now you sai d everything that the application
calls for and you qualified this at the begi nning by
noting this is what any | ender who is a non-depository,
and is licensed, or seeking a license in the State of
Del anare woul d need to conpl ete, can you give us detail
about the types of things that an application for that
kind of license in your State requires?

A W ask for financials, a balance sheet and a
profit and loss. W ask for, of course, all the
basi cs, address and all of that. W ask for business
references, we ask for the personal information, | say
personal information, it's nane, position, resunes,
personal financial statenents which is basically just a

bal ance sheet for the principles, the executives that
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run the busi ness.

VW -- if they are going to have nore than one
| ocation, we ask them about managers of the other
| ocations. W ask various informational questions |ike
have any of their people ever been arrested -- ah, not
arrested but convicted, anybody go by an alias other
than nmarri ed/ mai den we don't worry about that.

Have they ever had |like a |icense revoked,
sonething |like that.

Q Anyt hi ng el se?

A That is basically it.

Q If you were processing an application for a
| ender woul d your office al so seek sone kind of copy of
t he | oan agreenent?

A Yes, we do. W try to get the | oan contract
so we can have it on file we do not approve the
contract. Al though, | know to |ook for certain things
that | mght cone up with questions about the contract.
But we don't actually rubber stanp it, and say it's

perfect, we don't approve it that way.

20UPDCE McKENNA: Do you ever make t hem change.

22
23
24

25

THE WTNESS: It depends on what | see. Once
in agreat while, I -- it hasn't been often. | | ook
for things |ike the fed boxes.

JUDGE McKENNA:  Feder al .
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THE WTNESS: Right the four fed boxes where
they put the APR and all of that. And there are a
couple of things in our statute that | know need to be
in there, and they are usually right there with the
fed boxes right on the front. | can |look for those
and make sure that, that part of our statute is being
adhered to.

JUDCGE MKENNA:  And what are they?

THE WTNESS:. The nost inportant one is if the
interest on the loan is calculated nore or |less up
front |ike, pre-conputed and the | oan gets paid off
early, they need to tell the consuner that they nmay be
entitled to a refund of sone of that interest. It's
supposed to be pro-rated if that happens.

BY M. BAKER

Q Ms. MIler, the application process that you
have just described, and the specifics of what the
application calls for, to use your |anguage that you
just delineated for us, that is current that is
currently what State of Del aware | ooks for?

A Un hmm vyes.

Q Was that the case, has that been the case for
the last five years?

A Yes.

Q Has it been the case for the |last ten years?
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Yes.

So goi ng back to 20067

> o >

Yes.

Q So -- and that would include | ooking at the
| oan agreenent itself as well?

A Yes.

Q In connection with -- excuse ne Court's
I ndul gence. There is sone feedback that |'mhearing
here, and I'ma little concerned it mght be affecting
the quality of the recording. No? (kay, and you can
hear ne fine?

A Yes.

Q Ckay. Thank you. In connection with the
| i censi ng process does your office al so engage in
supervi sory exam nati ons?

A That is not for nme to coment on.

Q Ckay. So you -- the fact of it you can't even
acknowl edge?

A | amnot -- we have an examnation section in
the of fice.

Q Ckay. That is --

A That is all | can say.
Q | understand that. And that is all |'mgoing
to ask you. | understand and | et nme nake sure the

record is clear about this. So I'mgoing to ask you a
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coupl e of questions to clear the record up.

There i s such an office in your office, but
the fact of an examof an entity cannot be di scl osed
and the contents of exans cannot be discl osed either,

bot h because they are subject to confidenti al

supervisory privileges nmaintai ned by your office. |Is
that --

A That is ny understanding. | amnot the expert
in that field.

Q Ckay. I'mgoing to -- just so the record is
clear, that is ny understandi ng of your -- why you are

couchi ng your conversation the way you are; is that
fair M. Mller?

A Yes.

Q Ckay. Thank you. Are there ever instances
when a licensed entity, a deposit, a non-depository
| ender seeks to renewits |icense?

A Every year.

Q And can you explain to us what that process
I nvol ves?

A It's an abbreviated application, reiteration
of sonme of the original information, reiteration of
sone of the original questions that we want to be sure
we have current information on. W have di scovered

sone things through renewal |ike, oh they have a new
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vice president, or sonething |ike that.

But we do this every fall, and they send in the
abbrevi ated application, the fee, and it gets revi ened,
and we review them you know unl ess we see sone
horrendous problem but at renewal that is highly
unl i kel y.

Q Wiy do you say that?

A Because it doesn't -- it hasn't happened.

Q It's never happened that at renewal you have
seen a scenari o where you have chosen not to renew a
| i cense?

A | have never had that situation cone up.

Q And do you have a sense of why that is?

A No.

Q You tal k about an abbrevi ated application, and
| gather, are you are calling it abbreviated in
contrast to the nore conprehensive application that is
filled out at the tine alicense is initially sought;
Is that right?

A Yes.

Q Can you explain to us what the contents of an
abbrevi ated application are for |icense renewal ?

A | think the biggest difference is that we
don't ask for all lot of personal information, again,

of anybody that is running the business that we already
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have on file.

Q Everything else is nore or |ess the sane?

A Pretty nuch.

Q Ckay? |If a lender, a non-depository | ender
who has a license that your office is charged with
either granting or renewi ng nakes a change to its | oan
application, is that sonmething that your office sees,
that new |l oan or |oan agreenent? |'msorry. Does your
office see that new | oan agreenent ?

A | don't believe we have a requirenent that
says they have to submt that.

Q So at what point would your office be invol ved
in looking at a | oan agreenent once a |icense has been
gr ant ed?

A | woul d assune, not being the expert in this
area, that it would conme up at examnation, but |'m not
t he one to ask about that.

Q Ckay. Thank you. Now the abbrevi at ed
application process that you just described in
connection with seeking a |icense, a renewal of a
| i cense, has that been nore or |ess the way that
| i censes get renewed in your office for the last five
years?

Yes.

Q Sane question as to the last ten years?
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A Yes.

Q Goi ng back to 20067

A Yes.

Q Ckay. Have there ever been any instances
where your office has revoked a non-depository | ending
| i cense?

A Yes.

Q Can you give us a sense of when that m ght
happen?
A Wien a surety bond is cancelled and not
resolved by the licensee within the tine limt.
Q Any ot her reason?
A Not that | can recall right now | believe
t hey have all been because of the bond.
Q And | understand you have -- you have
qualified your, the scope of your expertise and
know edge with respect to your testinony here today.
But do you know if, for exanple, nonconpliance with a
type supervisory directive could result in revocation
of a license?
VEI NBERG (bjection, she has already testified that
this is outside the scope of her know edge.
JUDGE MCKENNA:  Overrul ed.
THE WTNESS: | can't comment on that.
BY M. BAKER
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Q You can't comment on it?

A On supervi sory.

Q If I told you that the statute describing your
of fice had that provision would you have any reason to
doubt it?

M5. WEI NBERG  (bj ection, Your Honor. Sheis
not here as a |l egal expert, and she has already said
t hat she doesn't know about the --

JUDGE MCKENNA: Al right. Wre you in the
courtroomthe | ast couple of days, na' an?

M5. VEINBERG | think so.

JUDGE MKENNA:  Yeah, and you heard ne tel
Ms. Baker? Seriatim Overruled. Overruled.

Vell, | treat everybody the sane, so if you
want to nake an objection, you can nake a conti nui ng
objection, but I'mgoing to | et her nake her case to
the best of her ability.

M5. WEI NBERG  Thank you, Your Honor.

M5. BAKER M. Court Reporter, may | ask to
read back the last question | asked Ms. Ml ler.

Thank you.

COURT REPORTER If | told you that the
statute describing your office had that provision,
woul d you have any reason to doubt it?

M5. BAKER And did you hear her re-read?
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THE WTNESS: Yes.

2

3
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BY M. BAKER

Q And that provision being the description |
said of nonconpliance with a type of supervisory
directive letter?

A If it"s in the statute, | would have no reason
to doubt that, you telling ne, that m ght be another
guest i on.

Q No, I"'mjust, if | saidto you it was in the
statute you woul dn't doubt the statute?

A | woul d not doubt the statute.

Q Thank you. Do you have an under st andi ng of
what a rollover is in the context of a short-termsnall
dol I ar | oan?

A Yes.

Q What is your understanding, Ms. Mller?

A That a consumer took out a short-termsnall
dollar loan, and rather than pay it all off at
maturity, they pay the interest and the principal of
the loan, nore or less | guess a good word for it is
renews.

Q And do you have an under st andi ng about whet her
or not the State of Del anare has a requirenent that
t here be a maxi nrum nunber of renewal s before principal

Is paid in the instance of a short-termsnall dollar
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| oan?
A | think, the statute says four.
Q  And?
A But | would have to check that.

Q Ckay. And four, would it be four rollovers
before a principal has to be paid down in sone anount?

A | believe so. | would have to | ook at 2235.

Q | have that statute with ne, nmay | approach
the witness and refresh her recollection?

JUDGE MCKENNA:  Yes.

M5. BAKER | actually have copies for the
whol e courtroom So | will do that, if that is okay,
pass t hose out.

Perm ssion to approach the wi tness, Your
Honor .

JUDGE McKENNA: G ant ed.

M5. BAKER Thank you. M. MIller, here you
go.

THE WTNESS: Thank you.

M5. WEI NBERG  Your Honor.

JUDGE McKENNA:  Yes?

M5. WEINBERG If | nay be heard. | don't see
anything on this docunents that indicates the
effective date of this.

M5. BAKER | --
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M5. WEINBERG The law that was in effect at
the tine that Integrity Advance was i n operation.

M5. BAKER  Your Honor, | have that as well.

JUDGE McKENNA:  Ckay.

M5. BAKER |, unfortunately only have a copy.
But |'mhappy to represent to the Court, and | can
pass this up to Your Honor as well, that this
provi si on was approved July 9th, 2002 by the State of
Del awar e according to the Del aware banki ng code. And
i f you would |ike, Your Honor, | can publish this to
the Court, not to enter as an exhibit but for purposes
of refreshing the witness's recollection, and al so
responding to Ms. Winberg's question. But with the
Court's indul gence we will need to nake copi es.

JUDGE MCKENNA: Al right. | don't think we
need to do that now |s that sane statute nmaterially
t he sanme now?

M5. BAKER Um the provision that we are
di scussi ng Your Honor is.

BY M. BAKER

Q And specifically M. Mller, if | can take
your attention to 2235 |arge A Short-term consuner
| oans, do you see where | an®

A Yes.

Q Section A 2.

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

2015-CFPB-0029 Document 174  Filed 09/26/2016  Page 137 of 210| | - 137

A Yes.

M5. BAKER And, Your Honor that is, in fact,
what | understand to have been pronul gated by the
| egi sl ature in 2002.

JUDGE MCKENNA:  Thank you. | nean, other
provi sions of the code as well but that particular
provision. And, and Ms. MIler upon reading this,
does this refresh your recoll ection?

THE WTNESS: It's nice to know | was right.
BY M. BAKER

Q You were right. Ckay. Thank you.

And I"'mgoing to read it into the record. It
says “No |licensee,” and a |icensee woul d be a short
termsnall dollar | ender who has a non-depository
license in the State of Del anare?

A Correct.

M5. VI NBERG And where are you readi ng?

M5. BAKER | amreading fromtwo -- 2235A,
short-term consuner | oan subpart of subpart small A,
subpart 2.

JUDGE MCKENNA: (kay. Thank you.

M5. BAKER  Sure.

BY M. BAKER
Q It says, “No licensee shall nmake nore than

four rollovers of an existing short-term consuner | oan.

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

2015-CFPB-0029 Document 174  Filed 09/26/2016 Page 138 of 21PD| | - 138

A licensee may foll owi ng not nore than the nmaxi num
al | onabl e nunber of rollovers, enter into a workout
agreenment with the borrower, or take such other actions
as are lawful to collect any outstanding an unpaid
I ndebt edness,” is what you are referring to? That
provi sion we were just discussing about four rollovers?

A Ch, when | nentioned 2235 A, yes.

Q Ckay. Thank you. M. Mller, you have in
front of you a small black, well it's not super-snall,
but it's smaller than the two white binders next to
you, you have in front of a black binder, right next to
your right armif you can turn it to tab 11 pl ease?

A | warn you | don't have ny readi ng gl asses on.

Q Ckay. Well, thank you.

M5. BAKER And Your Honor, it's Respondents
Exhibit 11, and | believe you shoul d have a copy of
our exhi bit binder.

JUDGE McKENNA:  Yes.
BY M. BAKER

Q Ms. Mller, | have in front of ne a letter
that appears to be dated Decenber 28th, 2010. Do you
see that?

A Yes.

Q And it appears that, it |ooks |ike you signed
this letter, is that right?
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A M/ signature may have been put in there.

Q But, but --

A And I'mfamliar with the letter.

Q And it's -- and you are E Quinn Mller?

A Yes.

Q I nvestigative supervisor? So, it is fair to

say this letter woul d have been sent fromyour office?

A Yes.

Q And do you see that this |etter concerns the
renewal of a licensed |ender |icense for Integrity
Advance LLC?

A Yes.

M5. BAKER  Your Honor, |I'mnove to admt
Respondent's Exhibit 11 into the record. It nmay
al ready be admtted.

M5. VEINBERG No objection, Your Honor.

JUDGE MKENNA:  It's already admtted.

BY M. BAKER

Q And if | could just read the second paragraph
and third paragraph, mndful that you said you don't
have your reading glasses, so |l wll read it into the
record. And you can tell ne if you think that there is
any reason to believe that what I'mreading isn't --
woul dn't be correct, Ms. Mller.

It says, “After review of said application,
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am happy to informyou that Integrity Advance, LLC has
been granted renewal for |icensure under Chapter 22,
Title V, Del anware code?”

|s Chapter 22, Title V, Delanware code -- |
know you are not an attorney, but is that the | endi ng
| i cense code?

A That is the License Lenders Act.

Q Sois it fair to say that that is what this is
referencing, in the -- the license for a | ending
license in the State of Delaware is renewed?

A Yes, yes.

Q And then it says, “Enclosed you will find
i censed -- |icense nunber for the termJanuary 1, 2011
t hr ough Decenber 31, 2011", do you see that, naybe?

A Yes |'mlooking at the wording in the mddle
of that, I'"'mgoing to get themto change that.

Q So, is it your understanding that this letter
dated at the end of 2010 is confirmng that Integrity
Advance has a lending |license renewed for the year
20117

A Fromthe date of letter, yes, that's correct.

Q And it also says, inthe letter, it says that
your |icense has been renewed, or it references a
| i cense nunber granted for the termJanuary 1, 2011,

t hrough Decenber 31th, 2011 so that woul d be the year
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20117

A That woul d be the year 2011.

Q Now you previously, a few mnutes ago
testified about the |license renewal process, do you
have any reason to think that as it relates to this
busi ness, that woul d have been any different than the
process you descri bed?

A No.

Q And is it fair to say that if this business
was renewing a license, it would have initially had an
application in for a license at an earlier tine?

A Yes.

Q And is it fair to say, or do you have any
reason to think that the application process that woul d
have been associated with granting Integrity Advance an
initial Iicense would be any different than what you
just described earlier in your testinony?

A No.

Q Ms. MIler, if I can ask you to flip the page
to the next docunent please, behind tab 12. And this
I s Respondent's Exhibit Nunber 12?7 And | have what
appears to be a letter dated January 5th, 2012, do you
see that Ms. Mller?

A Ki nd of .

Q Take ny word for it, that it's January 5,
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20127
Yes.

Q Thank you. And at the bottomit |ooks like it
says, “Sincerely, E. Quinn MIler, Investigative
Supervi sor”, woul d that be you?

A Yes.

Q And it looks |ike, again, this letter concerns
application for Integrity Advance, LLC, do you see
that? That's not, and |'mreferencing the second full
par agr aph on this page?

A It would appear to reference an application
for renewal .

Q Exact|y.

A R ght.

Q Thank you and then the business at issue is
Integrity Advance?

A Yes.

M5. BAKER  Your Honor, | nove this exhibit
into evidence formally, | think it's already in.

JUDCGE MCKENNA:  |t's already in.

M5. BAKER  Thank you.

JUDGE MCKENNA: Al of your exhibits are in
t hat have been tendered to ne.

M5. BAKER  Thank you.
BY M5. BAKER
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Q Now Ms. MIller, if | can just read the second
paragraph of this letter, it says, “After review of
said application |'mhappy to informyou that Integrity
Advance, LLC has been granted renewal for |icensure
under Chapter 22 Title V.” And do you sort of see
t hat ?

A Yes.

Q And again, sane question, it's fair to say
that this addresses or this concerns the provision of
the code that enabl es a non-depository |ender to have a
license in the State of Del anare?

A Yes.

Q For | endi ng purposes?

A Yes.

Q Third paragraph, “Enclosed you will find
i censed -- |icense nunber for the termJanuary 1, 2012
t hrough Decenber 31st, 2012.” Do you see that
par agr aph?

A Yes.

Q And is your understanding that this paragraph
Is essentially renewing Integrity Advance's license to
lend in the State of Delaware for the year 20127

A Yes.

Q And you testified a few mnutes ago that you

went through the process involved in renewi ng a | oan
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application, in the non-depository unit that you work
in, do you recall that testinony? Renewing a |oan --

A You nean a | oan application?

Q I"msorry, a loan application, forgive ne, a
| i cense application, do you recall that testinony?

A Yes.

Q And do you have any reason to think that that
renewal process woul d not be applicable here as well,
woul d not have been foll oned?

A No.

JUDGE MKENNA: G ven the fact that these are
admtted, are there -- is that the | ast one?

M5. BAKER That is the last exhibit | was
going to introduce through Ms. MIler, yes.

JUDGE MKENNA: Al right. Thank you.

M5. BAKER No further questions, thank you.

CROSS- EXAM NATI ON

BY M5, VEI NBERG

Q Good afternoon, Ms. MIller. How often are
applications for licenses by payday | enders or short
termdol | ar | enders denied by your office?

A | do not recall ever denying one.

Q Ckay. You nentioned that your office handl es
consuner conpl ai nts?

A. Yes.
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Q Do you recall ever receiving consuner
conplaints against Integrity Advance?

A | do not recall.

Q | want to focus ny questions for just the tine
period from2008 to 2013, so that there is no confusion
in the record, every question that |'mabout to ask
you, if you can | ook back to that tine period, to try
to answer the question, if you can.

Ckay, and I'mlooking for the entire period if
there is any change in your testinony during that
entire period, | would ask you to tell ne.

| s that doable or do you want ne to go through
it year by year?

(No audi bl e response.)

Al right. Let's giveit a whirl.

JUDGE MKENNA:  You have to say -- you have to
answer .

THE WTNESS:. | will try.
BY M5, VEI NBERG

Q Ckay. Fromthat period, from2008 to 2013,
did Delaware require short termlenders to
automatically roll over their custoner's |oans?

A No.

Q So, a short termlender could conply with

Del anare |law, and require paynent in full at a next, at
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the pay at the next payday of the consuner?

A Yes.

Q Ckay. D d-- again the sane period -- did
Del anare require payday |enders to offer the option of
rol | overs?

A No.

Q So a lender could comply with Del anare | aw
wi thout offering the option of rollovers, is that
correct?

A Yes.

JUDGE MKENNA:  And under what auspi ces woul d
that procedure be, paying off at the end of the tern?

M5. WEINBERG Al right. 1'mjust asking
if --

JUDGE MKENNA: | ' m asking you. |f you say
did Del aware require, then the question -- and she
says no, then there woul d be sone set of circunstances
that that no would apply to.

Because if they didn't pay it off during term
then the answer mght be that the rollover provisions
woul d kick in; is that correct?

THE WTNESS: W permtted them we did not
require them

JUDGE MCKENNA: Al right. And so if they had
aloan, it went toterm they didn't pay it off, then
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the lender could either attenpt to get full paynent or
they could roll it over?

THE WTNESS. Correct.

JUDGE MKENNA:  And under Del aware | aw, you
couldn't roll it over nore than four tines?

THE WTNESS. Correct.

JUDCGE MCKENNA: Al right.
BY M5, VEI NBERG

Q Ms. MIler, just to clarify, was the ability
for a consuner to rollover their |oan required by
Del anare law or is that something that sone | enders put
in as an option in their | oan agreenent?

A | can't speak for all of the | oan agreenents.
| can tell you that we permtted that option, we didn't
prohibit it in the statute, nor did we require it.

Q And when you are tal king about "it," you are
tal ki ng about rollovers?

A Rol | overs.

Q Dd Delanare | aw, again 2008 to 2013, require
the use of certain | oan agreenents between short-term
| enders and their custoners?

A VW did not have a specific | oan agreenent put
toget her just for short-termlenders, no.

Q And did short termlenders in Del aware during

that tine period use different |oan agreenents?
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A They woul d have had to adhere to certain
federal standards, as | nentioned earlier, | always
| ooked for the fed boxes, things |like that.

G course I'mnot an expert in that, but |I do
know certain things. There are certain rules that all
| enders need to follow But we did not give anybody a
blue print, or a form or anything like that. They
sent us their form

Q D d Del anare set the fees that payday | enders
coul d charge?

A No.

Q Dd all of the payday | enders that were
| i censed by your office during this tine period charge
the sane fees to their custoners?

A | would have to research that to be sure, but
| don't believe so.

Q D d your office provide a | oan agreenent for
Integrity Advance to use with its custoners?

A No.

Q Dd your office tell Integrity Advance that
they had to use a particul ar agreenent?

A No.

Q D d your office look for conpliance wth
El ectronic Funds Transfer Act a federal |aw?

A No.
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Q D d your office | ook to see whet her
were cl ear and conspi cuous as defined by the
Lendi ng Act?

M5. BAKER |'mgoing to object, on
grounds that they are -- these questions are
speci fic | egal conclusions that M. Wi nberg
be seeking fromthis witness who hasn't been

as a |l egal expert.

contracts

Truth in

t he
very
appears to

pr of fered

JUDGE MKENNA: | understand, overrul ed.

THE WTNESS:. Are you tal ki ng about
| i censing application process?

BY M5. VEl NBERG

in the

Q As part of -- only as -- only sticking with

your duties, your office --

A Ckay. Um hmm

Q -- and the licensing. So and al so again, |

just want to cabin you to 2008 to 2013.
A Ckay. Not specifically.

Q Ckay. And when you say that your office

| ooked at the fed box, can you be nore specific about

what you nmeant by that phrase?

A Actually, | said | look at the fed box.

Q Ch, I"'msorry, thank you for the correction.

A It happens to be know edge that | happen to

have.
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Q S0 --

A | look to see that the num-- that they are
di scl osing the nunbers that they are supposed to. And
that's in a separate area, basically, that is it, very
basi c.

Q And when you say that they are disclosing the
nunbers that they are supposed to, are you saying --

A The annual percentage rate, the total of
paynments, things |ike that.

Q And were you checking to see if their
cal cul ati ons were correct based on the nunbers in those
boxes.

A That we did with small term-- short-term
smal | dollar |enders, yes.

Q And is that what you nmeant by checking the
nunbers in the box?

A No.

Q What did you nean?

A I, that -- | was just eyeballing the formwhen
| said that. But we did check the APR s.

Q So when you sai d checking the federal box you
were -- you neant you were eyeballing the forns to see
If there was a Truth in Lending box that was separate?

A Yes.

Q And that was what you neant by | ooking at the
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fed box?

A Yes.

Q And that was the extent of your office's
revi ew?

A It was the extent of ny review W didn't
specifically ask themor, you know, have anything in
our application about do you have your fed boxes.

That kind of thing, | just happen to know sone
things to |l ook for, and sonetines you can catch a
problemand it saves everybody a | ot of tine.

Q D d your office, the licensing office, then
look at -- in granting a |license | ook for conpliance
with federal |aw other than seeing if there was a fed
box?

A The only thing we did was check the annual
per cent age rate.

Q And what do you nmean you checked it?

A VW had them submt a couple of Truth in
Lending forns, usually the front page of the | oan
contract, with nunbers filled in, nmake believe
custoners that we could run through a programthat we
had fromthe COfice of the Conptroller of the currency.
And that programw |l tell you whether or not the APR
Is within tol erance.

Q So thenis it fair to say that your
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exam nation of the fed box would be to take the nunbers
supplied by the conpany and see if their cal cul ation of
the APR was correct as determ ned by running it through
a calculator fromanother -- froma federal agency?

M5. BAKER (bjection that m scharacterizes
the witness's testinony, the use of the word
exam nati on.

M5. WEI NBERG  Your review, excuse ne. Thank
you.

THE WTNESS: M investigators running the
annual percentage rate through the programis
sonething ny investigators do automatically, | nean,
they know that is part of the investigation. M
eyebal ling the contract, that is just ne | ooking at
the contract.

BY M5, WEI NBERG

Q And did your office, or you in reviewng the
application review what nunbers should be in the fed
box other than the calculation that you testified that
you revi ened?

A By what nunbers -- |'msorry | don't
under st and.

Q D d your office | ook at what shoul d be
I ncluded as the total of paynents other than | ooking to

see what was a nmathenatically correct cal cul ati on based
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on the

A

nunbers that were in the Truth in Lendi ng box?

The only nmath we did on that was for the APR

we didn't try to figure anything el se.

Q Ckay. Thank you that is hel pful.

M5. VEINBERG No further questions, thank
you.

JUDGE MCKENNA: Al right.

M5. BAKER No further questions, thank you
Ms. Mller.

JUDCGE MKENNA:  Thank you, very mnuch.

THE WTNESS: Thank you. Your Honor?

JUDGE McKENNA:  Yes?

THE WTNESS: May | | eave?

JUDGE MKENNA:  No. You have to stay around
until tonorrow.

THE WTNESS: You are paying ny hotel bill?

JUDGE MCKENNA:  You nay | eave.

THE WTNESS: Thank you.

M5. BAKER  Thank you.

JUDGE MCKENNA: O f the record.

(Brief recess.)

M5. CHUM (Good afternoon, Your Honor.

JUDGE McKENNA:  Back on the record.

Al right. Dr. Ang, you want to resune the
st and?
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(Wtness takes the stand.)
JUDGE MCKENNA:  As | understand it,
M. Weeler, you are going to do a prelimnary cross
and then you are going to notify the Court in five
days of whether you want to submt any rebuttal
docunents to Dr. Ang's exhibits and whether you want
to do further cross on her.
MR WHEELER  Yes, Your Honor, thank you.
JUDCGE MCKENNA: Al right.
M5. CHUM (Good afternoon, Dr. Ang.
THE WTNESS: Good afternoon, Ms. Chum
DOCTOR XI ACLI NG LI M ANC
CROSS- EXAM NATI ON
BY Ms. CHUWM
Q Earlier today, you testified that you | ooked

at sanples to validate nunbers, you recall that?

A Yes.

Q | believe you stated you | ooked at | oan | evel
dat a?

A So, | believe that that was a separate

guestion, that wasn't relative to this analysis, this
-- that was a nore gl obal question about ny previous
experi ence.

Q S0 --

A Coul d you pl ease clarify?
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Q Let's just go back here. D d you confine your
analysis in this matter to data submtted as
Enf or cenent Counsel Exhibit 95 and Exhibit 1017

A Yes, in fact, it was confined to Exhibit 101.

Q And do you recall if you used the terml oan
records?
A Perhaps, | don't, | don't recall precisely.

Q You stated that you | ooked at | oan records?

A Wl all of these records are | oan records.
Aren't they.

Q | just want to understand what you nmean by
| oan records?

A Any records, are any line of data in a data
set about | oans.

Q So when you refer to | oan records, did you
refer to -- were you nmeani ng that you were | ooking at
| ines of transaction data in Exhibit 101?

A Vell, in this case yes, |oan records can be
anything froman origination file, to a transaction
file, to basically any formof data kept on | oans.

Q But in this case, you confined your review of
| oan records to records in Exhibit 1017

A Correct.

Q Ms. Ang -- Dr. Ang, do you agree that total of

paynments is equivalent to the principal plus the first
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finance charge of every |oan associated with a
consuner ?

M5. FQLEY: (bjection, vague.

JUDGE MCKENNA:  Overrul ed.

THE WTNESS: So the total of paynents, as
M. Hughes as has defined it in his analysis, yes, is
the principal plus the finance charge. However, |
woul d caveat that by the fact that we are tal king
about a replication of M. Hughes's analysis. And so

we are speaking in the very narrow confines of that

cont ext .
BY MB. CHUM
Q So you take no -- do you take any position as

to a definition of total of paynents?
M5. FQLEY: (njection.
THE WTNESS: That was not within the scope of
ny assi gnnment .
BY Ms. CHUWM
Q ["mturning nowto your -- to Respondent's
Exhibit 19. Do you have that in front of Dr. Ang?
A Yes, | do.
Q Let's ook at the total paid, that first |ine.
A Yes.
Q Were it says, “principal plus final fees plus

addi tional fees.”
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Wien you calculated the total paid, in that
first rowon Exhibit 19, you included all paynents nade
by a consuner?

A | didto replicate M. Hughes's anal ysis.

Q And that nunber includes paynents nmade by any
consuners who paid over the life of the loan | ess than
the anount of the principal plus the first finance
char ge?

A It does, but once again it is parallel with
M. Hughes's anal ysis.

Q So let's | ook at the second |ine.

Ckay.
The total of paynents.
Uh- huh.

> O >

Q Do you see how -- do you see with ne, that the
CFPB s nunber you have put here, one hundred forty
mllion five hundred three thousand five hundred
si xty-ei ght and seventy-seven cents, and the adjusted
-- the Respondent's is one hundred fifty mllion one
hundred fourteen thousand thirty-six dollars and
forty-seven cents?

A Yes.

Q Ckay. Wien you cal cul ated the total of
paynents, you sumed the anount of the principal |ent,

plus the total anount of the first finance charge
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charged to every loan, and that is for your
cal cul ati on?

A Yes.

Q So for your calculation a person who did not
pay back the principal, plus the first finance charge,
was their |loan included in your calculation of total
paynments owed in the -- in |ine two?

A So, | would say that it depends. There are
two class of consuners that we can think of in that
case, we can think of the people who have made zero
paynents, and peopl e who have nade a positive paynent,
but not necessarily a full paynment, or a paynent | arger
than the TI LA box anount.

The -- the consuners who did nake | ess than
what coul d be considered the TILA box anount were still
included in that calculation. And as you can see from
our footnotes, basically, we don't really have any
gui dance to conpare what is in the CFPB's estinmate to
ours. There were no footnotes that clarified this on
the CFPB' s exhibits.

Q So let nme just get this clear, you did not
I ncl ude consuners who did not nmake any paynent ?

A That is correct.

Q But you did include consuners who nade a

paynment towards their |oan, but who paid | ess that the
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total of paynents?

A Yes.

Q Ckay, so is the total of paynents that you
cal cul ated the anount that the consuners owed, or the
amount that they actually paid?

A Coul d you pl ease clarify?

Q What was your -- when you -- when you
cal cul ated your total of paynents what did you consi der
to be a total of paynents?

A | followed M. Hughes's |ead, and took --
wait, total of paynents, sorry, | was thinking of total
paid. This termnology is alittle bit confusing, and
| apol ogi ze to Your Honor, we just followed the CFPB s
lead in this. So, for total of paynments we consi dered
the -- what we assunmed M. Hughes neant in his
declaration, by the first record being the principal,
and t he subsequent record and we caveated this with
taking a positive record because, mssing val ues are
al so coded as zeros in our data --

COURT REPORTER Wiat, |'msorry, what is coded
as zeros?

THE WTNESS: M ssing val ues are al so coded as
zeros, so we took the first nonzero value of the
finance charge as our finance charge.

BY M5, CHUM
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Q Al right. oing back to the second Iine, and
you had said that you included consuners who paid | ess
than the total of paynments in that one hundred fifty
mllion nunber. So when you subtracted -- okay, did
you subtract the total of paynments fromtotal paid to
get toline three of exhibit 19?

A Yes.

Q And when you subtracted the total of paynents,
fromthe total paid, to get to line three, you included
-- so you included people who had not paid the
princi pal plus one finance charge?

A Yes but not people who did not pay at all.

Q So for people who had paid | ess than the total
of paynents, if a new custoner had a hundred doll ar
| oan, you woul d have included a hundred and thirty for
that custoner inline two if they had a thirty dollar
finance fee, even if they had not paid the total of
paynent s?

A l"msorry, |I'mconfused as to what you nean by
thirty dollar finance fee. Is that paid by the
consurrer? Can you please clarify, M. Chun?

Q Ckay let's say a new consuner has a hundred
dol | ar | oan?

A Ckay.

Q And the finance fee on top of that hundred
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dollar loan was the thirty dollars?

A Ckay. So that is |loan contract?

Q Yes, and the total of paynents per what our
under st andi ng of total paynents is is that hundred
dollar loan principal plus the thirty dollars to equal
a hundred thirty doll ars.

A Are you telling ne or asking ne?

Q Is that correct?

A Yes.

Q So if the -- a consuner had only paid sixty
dollars on that |oan, you still would have subtracted a
hundred and thirty dollars out of the total, you still
woul d have assuned that that custoner who had paid

sixty dollars had actually paid a hundred thirty

dol l ars?
A | woul d not have assuned they paid a hundred
and thirty dollars, | would have assuned they paid

sixty dol | ars.

Q So in assessing the total of paynents --

A Um hmm

Q -- you woul d have assessed sixty dollars
towards the total of paynments and not a hundred thirty
dollars in line two, of Exhibit 19; is that correct?

A Sorry, can we start this again?

| woul d appreciate greater precision around
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the | anguage. Can you pl ease repose the questi on,
Ms. Chun?

THE WTNESS: |'msorry Your Honor, |'mj ust
confused by the way the questions were asked --
MB. CHUM

Q Al right. In looking at line three, “the
total paid above the total of paynents” you sinply
subtracted the total paid, that is line one, fromthe
second line, total of paynents; is that correct?

A No, that is not correct then we would have a
negative 123.8 mllion.

Q Let me mss -- restate. You sinply subtracted
the total paid two hundred -- you subtracted the total
of paynents fromthe total paid?

A Yes.

Q For a positive 123.8 mllion?

A Yes, that is correct.

Q In your total of paynents you included
consuners who had actually -- you included | oans t hat
-- where consuners had paid | ess than what we have
designated as total of paynents on a | oan?

A That is correct.

JUDGE MKENNA: I n other words, they didn't
pay it off.
M5. CHUM Yes, so they didn't --
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BY M5, WEI NBERG
Q Is that correct?
THE COURT REPORTER Pay it off or pay it all?
JUDGE MCKENNA:  Pay it off. There was still a
resi dual .
THE WTNESS: Yes, but a nonzero residual.
MB. CHUM

Q So the total paid, |ine one, would have been
sixty doll ars?

A Ckay.

Q For that one consuner.

And total of paynents, line two, you woul d
have put as a hundred and thirty doll ars?

A Yes.

Q But inline two, for that consumer who paid
sixty dollars, did you assune that the consuner's total
of paynents there woul d have been a hundred and thirty
dol I ars?

A Yes.

Q So you woul d have over counted when you
subtracted the hundred thirty dollars fromthe total
pai d?

A What woul d | be over counting? Negative
nunbers are al so valid val ues.

Q Dr. Ang, what do you think that you -- that
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M. Hughes did that was incorrect in calculating his --
the total of paynents?

A So, | can't speak to what M. Hughes has done,
preci sely, because we received turnover at 8:00 p.m
| ast ni ght, which seened kind of odd because we have
had the exhibits for a while.

But, what | can say is that when we were
vetting the data, when we were doing our analysis, it
seened odd to us that this nunber didn't seem
conpatible with what we understand the | oan product to
be.

At least in the proportionality, and we did
run it separate ways. W did run it only with positive
net differences between the paynents, and we still
ended up with nunbers that are larger than his for the
total of payments, and therefore smaller than his for
the difference of total paid mnus total of paynents.

Q Dr. Ang, would you turn with ne nowto
Respondent' s Exhi bit 247

A Sur e.

Q Ckay. Look with nme nowto the second |ine
whi ch reads, “excluding all |oans to repeat custoners
whose first | oans were renewal | oans?”

A Ckay.

Q Do you see that?
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A Yes, | do.

Q D d you cal cul ate that nunber by summ ng up
t he anounts pai d above the total of paynents for all
| oans of returning consuners who rolled over their
first | oan?

JUDCGE MCKENNA:  Who rolled over or rul ed over?

M5. CHUM Rolled over.

THE WTNESS:. Um vyes, | did.

MB. CHUM

Q D d you include those consuners first loan in
that total ?

A | did. Ah the -- to be clear, exhibit 24 line
two clearly states, “Excluding all |oans to repeat
custoners whose first |oans were renewal |oans.”

JUDGE MKENNA: Al right. W are going to
take a ten mnute break, so | can do sone tenperature
wor K.

(Brief recess.)

JUDCGE MCKENNA:  Back on the record.

MB. CHUM

Q Doctor, directing your attention again to
Respondent' s Exhi bit 24.

D d you derive the third line, the total paid
above total of paynents for one tine | oan and repeat

borrowers by subtracting the second line fromthe first
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l'i ne.
A Yes, | did.
M5. CHUM No further questions.
JUDCGE MCKENNA:  kay. Anything further?
M5. FQLEY: Very briefly, Your Honor.
JUDGE McKENNA:  Sure.
REDI RECT EXAM NATI ON

BY M. FOLEY:

Q Dr. Ang, your analysis was based on a
replication of M. Hughes's cal cul ations, correct?

A That's correct.

Q And you are not here endorsing M. Hughes's
cal cul ation of 273,926, 407.60 as the right starting
pl ace are you?

A No, | am not.

M5. FCQLEY: Nothing further,

JUDGE MCKENNA: Al right. Anything further?

M5. CHUM No further questions, Your Honor.

JUDGE MKENNA: Al right. Thank you.

THE WTNESS: Thank you very much.

JUDGE MKENNA: N ce to neet you.

THE WTNESS:. N ce to neet you as well.

JUDGE MKENNA: Al right. W have al ready
set out the briefing schedules. W are going to get

sone additional pleadings. W mght have sone nore
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pr oceedi ngs, dependi ng upon how the thing ends up
bei ng structured, probably is going to be tel ephonic.
If we need to get both experts together in a panel,
and then | want to be sitting there.
So any other issues before | talk to counsel ?
M5. BAKER  Your Honor, we have two additi onal
notions that we would |like to nake. And we can nake
t hem now or we can nake themafter you speak wth ne.
JUDGE MKENNA:  No.  You can nake t hem now.
M5. BAKER |'mgoing to nmake one notion and
ny coll eague, M. Frechette is going to nmake anot her.
The first notion that we would like to renew
is the notion to strike M. Baressi's testinony from
yesterday. And | know Your Honor noted ny objections.
But the reason we are formally seeking to have his
testinony struck is because notw thstandi ng the fact
that Your Honor was able to hear himand nake any
credibility determnations on the grounds that Your
Honor woul d nake fromhearing a witness |like that,
this is a record that goes up to the director of this
agency and may go up further to the DCcircuit. And
we would like his testinony struck for the foll ow ng
three reasons: First of all, M. Baressi is neither a
| ay opi nion witness nor an expert witness and there

are no real rules for the rules of adjudication in
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this court and so we ask that Your Honor consider the
federal rules of evidence as a good a gui dance as any.
And Rule 701, which governs the proffering of |ay
opinion is very clear that if a lay opinion witness is
of fered, that person cannot be proffering opinions
that conme solely fromhis or her technical or

pr of essi onal experti se.

JUDGE MKENNA: O a world expertise, Kunmho
Tire.

M5. BAKER Weéll, Kunmho Tire concerns Daubert
notions for 702 experts. That's right, Your Honor,
and that's ny next argunent. Thank you. That's
precisely the argunent, which is you can't proffer a
| ay opi nion witness and say this person is offering a
| ay opi nion and the basis for that opinion cones only
fromthat person's professional expertise. That's
call ed an expert w tness.

And M. Baressi was not proffered as an expert
witness inthis matter. And the Ofice of Enforcenent
has been on notice since Novenber that this is an
argunent that they intend to nake about renotely
created checks, so they certainly had adequate
opportunity to proffer any expert that they woul d have
wanted to proffer as to that issue.

JUDGE MCKENNA:  Yeah, but you know what they
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said in Kurmho Tire about when you proffer a wtness
who is a lay wtness, you know, he can give testinony
whi ch crosses the Iine through his personal
experience, and so, you know, but | wll take your
noti on under advi senent.

M5. BAKER Wl |, thank you, Your Honor. |
understand Kunmho Tire. | also understand Daubert,
which is a case that | understand naybe cones a little
after Kunmho Tire.

JUDGE MKENNA: | thought it was the opposite.

M5. BAKER O naybe it is the opposite, but
they are often read together as Your Honor knows, and
I n Daubert, of course, the argunent is that if someone
Is proffered as an expert, they have to actually offer
testinony that woul d nmeani ngfully assist the finder of
fact in a way that that finder of fact nmay not
ot herwi se have the requisite expertise at his or her
hands. | don't even think we get there here.

JUDCGE MCKENNA:  Maybe not. That's why it
didn't cite Daubert because it was nodified by Kumho
Tire and it specifically deals with that subject
ver sus where you have Daubert is a little nore
constrictive,.

M5. BAKER And | appreciate that. Thank you,

Your Honor. Nevertheless, we still seek to strike his
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t esti nony.

JUDGE MKENNA:  And | will take it under
advi senent .

M5. BAKER The |ast reason we seek to strike
his testinony is that it's really unduly prejudicial
and had de mnims probative value, frankly. There
was very little that he said that this Court coul d not
have taken notice of fromthe articles that were
proffered as evidence into the record.

He nerely offered an opi nion of what he thinks
about renotely created checks and whether or not they
have the potential to harmconsuners. That's not an
opi nion that even derives fromthe work he did, the
paynents work he did, it was nore fromother work that
he did in connection with that. And at the end of the
day, | think what canme out of his testinony, enbedded
Iin his testinony was the potential for fraud. But
that's not what's before this Court.

And a product that is per se legal --

JUDGE MKENNA:  And | don't take it that way.

M5. BAKER And | know Your Honor doesn't take
It that way and | appreciate the comments Your Honor
nmade yesterday. And so that was the reason for ny
preface in making this notion, if | thought that you,

Your Honor, were the final decider of this matter, |

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

2015-CFPB-0029 Document 174  Filed 09/26/2016 Page 171 of 21Pp| | - 171

woul d frankly not renew ny notion because | respect
Your Honor's ability to nmake those determ nati ons.

But unfortunately, this matter will |ikely be
revi ewed al nost on a de novo basis solely on the
papers, and solely on the record w thout having the
benefit of sonmebody who can hear in the courtroomin
real -tine the testinony of M. Baressi from yesterday.

And ny concern is that on that record, his
testinony is both inproper because it's not |ay
opinion. It's not properly before this Court as
expert opinion. And it's also extraordinarily
prejudicial to this matter. And the probative val ue
that it could potentially offer a finder of fact is
far outwei ghed by the prejudice and bias that was
enbedded in his testinony.

And so for those three reasons, we renew or
notion to strike his entire testinony fromthe record,
as well as any direct and cross that was elicited as a
result of that.

Thank you, Your Honor.

JUDCGE MKENNA:  Thank you.

M5. CHUM Your Honor, nay the governnent
respond?

JUDGE McKENNA:  Yes, you nay.

M5. CHUM As discussed yesterday, and first,
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Enf or cenent Counsel does not agree with the
characterization -- respondent's characterization of
M. Baressi's testinony. As you stated on July 1st,
2016 in your Oder, you -- the record nust be

suppl enented with additional information about RCC s.
That was when Enforcenent Counsel becane aware that
Your Honor would |ike additional information about
RCC s general ly.

As you know, M. Baressi did not testify about
the application of ROC s to this specific case. He
sinply provided information that has not been at
| ssue, not been contested in this case. The
information that M. Baressi offered is not
controversial and as Your Honor knows in this
admni strative proceeding, pursuant to Rule 213, in
granting partial summary judgnent, you have the right
to direct further proceedings in this action. And
nore generally pursuant to rule 102, you have the
right to regulate the course of this proceedi ng.

And in requesting additional information about
RCC s generally you did just that. And Enforcenent
Counsel provided general information, not as applied
to Integrity Advance, but general uncontroverted
i nformati on about RCC s through the testinony of

M. Baressi.
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So Enforcenent Counsel woul d ask that you not
grant respondent's notion. Thank you.

JUDCGE MKENNA:  Thank you.

Anot her notion?

M5. BAKER May | briefly reply to Ms. Chun?

JUDCGE MCKENNA:  Certainly.

M5. BAKER  Thank you, Your Honor. And we do
have one nore notion as well.

JUDCGE MCKENNA: | understand that.

M5. BAKER  Your Honor, | note for the record
that Your Honor pursuant to his Order -- to your Oder
froma couple of weeks ago, has already admtted into
the record as evidence in this matter, two specific
exhibits proffered by Enforcenent Counsel.

e is Exhibit No. 94, an exam nation of
renotely created checks by sonebody who presunptively
has sone know edge of that. That's already in this
record. So M. Baressi has not added any know edge
that is not presunptively already in the record. In
addition, | also note that it appears that Exhibit No.
98, which I'mnot sure has been noved into evidence,
but | believe was al so noved i nto evidence per your
O der although | will seek confirmation of that, but
that exhibit, a guide for renotely created checks

again that would seemto respond to the queries that
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Your Honor nade in his Oder granting Summary
D sposition in this matter but seeki ng additi onal
I nformati on about RCC s.

M. Baressi's testinony is cunulative as wel |
There is certainly nothing that he added yest erday
that | would inmagine those two articles don't add and
hel p enhance your understanding of this process and
this particular paynent nmechanism And | still
believe that the testinony that was elicited fromhim
yesterday was highly prejudicial especially the | ast
coupl e of questions that were asked on redirect which
inplied that this was used by fraudsters as a way to
evade paynents -- or to evade being tracked by the
paynment system and that testinony is extremnely
prejudicial and there is no probative val ue.

And sonebody reading this record who doesn't
have the benefit of listening in real-tinme to that
wi tness woul d not be able to necessarily nmake the sane
credibility determnations that Your Honor was able to
nmake yest erday.

JUDGE MKENNA: Al right. Of the record.

(Wher eupon, a brief discussion was had off the
record.)

MR FRECHETTE: Your Honor, Enforcenent

Counsel, simlar to Respondents, submtted a |ist of
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exhibits before the hearing, and as we have gone
t hrough and now sort of towards the end of the hearing
they haven't used all of the exhibits that were on the
list, even though sonme of the those exhibits were
admtted per Your Honor's Order, Respondents nove to
reexam ne the rel evance of exhibits that Enforcenent
Counsel has not used in its case in chief or as
rebuttal exhibit.

Rule 303 requires irrelevant or inmmateri al
evi dence not be admtted and so since Enforcenent
Counsel has not used those exhibits, which | have a
list that we could read into the record, we would
request that they be stricken fromthe record as
evi dence.

JUDGE MKENNA:  So what you are saying to ne,
M. Frechette, is, Your Honor, in your desire to
shorten the proceeding and | ook at the proffer, the
objection, if any, and the legal rationale, and when |
review all of that and | nake a determnation that |'m
going to admt it, then you' re saying, well, the
groundwork that you laid to shorten the heari ng was
all screwed up. And then you're saying that we don't
want those exhibits in. So | set it up so that
Enf orcenent Counsel didn't do it in the way that it's

nornal | y done.
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| don't like engaging in historic unproductive
colloquies. Al right. Now a couple of your exhibits
were admtted, and you didn't address them

M5. BAKER W will stipulate that they woul d
al so not be admtted into evidence.

JUDGE MKENNA: Wl I, I'mnot going to do
that. So if you don't want to w t hdraw your Mbtion
and go with the way things are, then |'mgoing to go
and we are going to stay here and we are going to
backfill every one of their exhibits that were
admtted by nme, prior to the hearing.

MR FRECHETTE: One point of clarification is
the notion is not that Enforcenent Counsel needs to go
t hrough the process of |aying a foundation and
aut henticating these docunents, these exhibits, it's
rat her that Your Honor took that step, but then
Enf or cenent Counsel did not use the exhibits that Your
Honor had admtted in any way in this proceedi ng
guestioning whether they are relevant or nmaterial to
Enf or cenent Counsel --

JUDCGE MKENNA:  That's a good point. The fact
of the matter is that they can brief and it's in
evi dence.

MR FRECHETTE  Yes, Your Honor. One nonent

of Court's indulgence to confer.
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JUDGE MKENNA:  Sure. |I'mnot in a hurry.

MR FRECHETTE: Your Honor, | would like to
keep the notion on the record, but we will rest at
this tine.

JUDCGE MCKENNA: Al right.

So if that's the case, we will take a
five-mnute recess. And then we will cone back and
Enf or cenent Counsel will go through each exhibit that
| had admtted, as to doing it according to Hoyl e,
because |I'mnot going to have an -- I"'mnot going to
have a manufactured error sitting out there because |
wanted to do sonething that speeded this process up.

MR WHEELER  Your Honor, there is a precedent
PHH, a prior Bureau case, where it was held that
Enf or cenent Counsel didn't have to use exhibits for
themto be a part of the record.

JUDGE MKENNA: Right. But there's a problem
there too, isn't there?

MR WHEELER What woul d t hat probl em be?

JUDGE MCKENNA: |t is on appeal .

MR WHEELER | don't think that issue is on
appeal .

JUDCGE MCKENNA: Wl |, the case is on appeal.

MR WHEELER Right. | don't think the

adm ssion of exhibits was part of the appeal.
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M5. BAKER  Your Honor, if |I can clarify, our
notion is as follows, and Your Honor can deny the
notion, but we would just like to nake the notion for
t he record.

Qur positionis that to the extent exhibits
were pre-admtted into the record in anticipation that
they are relevant and that they would be introduced or
used in sonme fashion with a witness put forward by
either party, presunptively that's why they were put
on an exhibit list. To the extent they were admtted
into the record, not used by a witness, or not
I ntroduced through a witness who was presented in
either case, we would argue that by necessity their
rel evance to the case in chief of either party that
was argued before Your Honor would be in question.

That's the argunent. Not to nmake Enforcenent
Counsel go through the drill of introducing each piece
of evidence and if that's what Your Honor's proposing,
then we will wthdraw our notion because that's not
our intent.

JUDGE MKENNA: | set themup. | set
Enf or cenent Counsel up because | did not want to have
themto go through what | call gobbl edygook ri gnarol e.

M5. BAKER W will w thdraw our notion Your
Honor .
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JUDCGE MCKENNA: Al right.

M5. BAKER  Thank you.

JUDCGE MKENNA:  That's fi ne.

JUDCGE MCKENNA: Al right. So off the record.

(Whereupon a brief recess was had.)

JUDCGE MCKENNA:  Back on the record.

CLOSI NG ARGUVENTS BY Ms.  WEI NBERC:

Good afternoon, Your Honor. Based on Your
Honor's request, we would like to go first and address
t he anount of damages that we are seeking in this
matter.

Under Count One, which was the Truth in
Lendi ng Act, we are seeking $133, 422, 838. 83.

What this represents is the anounts pai d above
the total of paynent anmount that was disclosed in the
TI LA box for the entire period that Integrity Advance
was i n busi ness.

Your Honor, | should have said | want to
reserve five mnutes for rebuttal in ny closing. So |
wont try and keep ny eye on the cl ock.

For Count Two, which is the related Consuner
Financial Protection Act Count to the Truth in Lendi ng
Act Count we woul d be seeking $38, 795, 584. 12 cents.

JUDGE MKENNA:  And you want to correspond

that to an exhibit?
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M5. VEINBERG Exhibit 97, page 3.

JUDCGE MKENNA:  And One is page 27

M5. VEINBERG The first, the 133 was 97, page
2. The second is 97 page 3.

JUDCGE MKENNA:  Thank you.

M5. WEI NBERG Qur Count Three, which is our
deception count, is anounts paid over the disclosed --
the anount that was disclosed in the total of paynents
box post-transfer date. And that is the same nunber
that | just nmentioned for Count Two, that's the
$38, 795, 584. 12.

Count Four was wi thdrawn by Enforcenent
Counsel .

Count Five is the El ectronic Funds Transfer
Act Count, and we woul d have been seeki ng di sgor genent
inthis matter and would reserve the right to do so in
future cases. But in this particular case, we think
that the relief largely overlaps the relief that we
are seeking under Counts One, Two and Three. So we
are not seeking a separate finding for relief under
our El ectronic Funds Transfer Act counts, which are
Counts Five and Count Six.

For Count Seven, which is renotely created
checks, we are seeking the total anmount paid by

consuners after the transfer date, July 21st, 2011 and
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t hat nunber is $265,452.50. That figure can be found
in Exhibit 97, page 5.

For civil nonetary penalties, fromJuly 21st,
2011 until Decenber 31st, 2013, there are 530 days.
W will note that this is a conservative cal cul ation
of the penalties and the days that woul d be due under
this because evidence also indicated that Integrity
Advance provided | oan to consuners through May of
2013.

Nonet hel ess, relying on the 530 day figure,
the penalties can be assessed up to $5, 437 per day at
the first tier penalty, which is what we woul d be
seeking here. That is the |lowest tier penalties.
There are higher anount for second and third tier
penal ti es.

JUDCGE MCKENNA: Do you have a penalty
schedul e?

M5. WEINBERG | do. The citation, which I
can provide Your Honor for the current schedule, it
has recently been anended. It was originally $5,000
Is 12 CFR Section 1083.1. And that reflects the
current schedule for civil nonetary penalties.

So assessing penalties in that amount for 530
days, woul d be $2,881,610 per practice. W are

alleging that there are three practices here for which
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the Court should award civil nonetary penalties. The
first has to do with the violations in the | oan
agreenents that the Court has already found in Counts
Cne through Three.

The second has to do with the violations under
the E ectronic Funds Transfer Act and the third has to
do with violations, we are asking the Court, of
course, also to find that the --

JUDGE MKENNA:  Is this a joint and several
situation?

M5. VEINBERG W are seeking individual
liability against M. Carnes and | w |l be addressing
M. Carnes' liability.

JUDGE MCKENNA:  That wasn't what | asked. |
asked that when you are seeki ng danages agai nst
Integrity Advance, is M. Carnes a joint and several ?

M5. VEINBERG He is not responsible for all
of the danmages on all of the counts. W are not
saying that he is responsible under the Truth in
Lendi ng Act.

JUDGE MKENNA:  Ckay. And so, well, the
conpany - -

M5. VEI NBERG Has no noney.

JUDCGE MCKENNA:  -- basically doesn't exist any

nor e.
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M5. WEI NBERG  Exactly, Your Honor.

JUDCGE MCKENNA:  Li ke in NOAA proceedi ngs, each
one is jointly several, so the fact that a conpany is
not around is irrelevant. O if you have two
respondents, then they are joint and severally |iable.
If you can't get it fromone, you get it fromthe
ot her.

| just amasking what is the |legal effect of
what you are asking for here?

M5. WEINBERG Weéll, we are happy to spel
this out in nore detail in our brief.

JUDCGE MCKENNA:  That woul d be fine. You have
been put on noti ce.

M5. WEI NBERG  Thank you, Your Honor. So |
will just --

JUDCGE MCKENNA:  Conti nue.

M5. WEINBERG Try to get through this part
qui ckly, given our tine limtation and say that we are
seeking civil noney penalties for three separate
practices, Counts One through Three, is one practi ce.
The El ectronic Funds Transfer Act is a second
practice. And the renotely created checks is a third
practi ce.

So we woul d be seeking a total of $8, 644, 830

in civil noney penalties, plus we would be seeking
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injunctive relief, which we will layout in much
greater detail in our post trial briefing.

So | would like to turn nowto the other main
I ssue that is before the Court for its final decision.
Qobviously RCC s renmain, but | would Iike to nove first
to address M. Carnes's liability and tine allow ng we
w il nmove onto RCC s.

So the first thing that we need to do in
| ooki ng at whether or not M. Carnes is liable for the
viol ations that have been found, and that we are
asking the Court to further find agai nst his conpany
Iin the activities that they undertook, is when can an
I ndi vi dual be held |iable?

I'mgoing to start with the cases that
Respondents have cited. FTC versus Freecomand FTC
versus Commerce Planet. And what those cases hold is
that there are two, three main paths to finding an
I ndi vi dual |iable.

e is when that individual had actual
knowl edge. Another is when you can effectively find
that that individual had know edge based on his
pervasive role and authority in the conpany. And a
third is when the individual was reckless in terns of
an awareness of a high probability of fraud, and an

I ntenti onal avoi dance of the truth.
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In fact, although Respondents have repeatedly
argued in this matter that M. Carnes had to actually
see the | oan agreenent and actually approve all of the
| anguage, that is not the standard that the cases
uphol d.

As | have said, there's three ways, three
different ways w thout an individual having to
actually | ook at the | anguage in an agreenent, and
say, yes, this is exactly what | want it to say. And
| would -- we will set out many cases in our briefing,
but | just want to point to one case that we pointed
toin our pre-trial briefing, which was FTC versus
Five Star. And in that case the Court held that not
only was the owner of the conpany liable for the
violations and for restitution for the violations, but
the owners wife was |iable even though she had argued
that she had nothing to do with deceptive marketing
materials that were in issue in that case and
performed only mnisterial tasks for the organization.
But she was found to have the requisite know edge
because of her preparation of filings and responses to
state reqgul ators.

So let's ook at the first avenue, actual
knowl edge. What do we know about what M. Carnes
actual ly knew?
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He knew that the |oans rolled over. He
testified in detail about how the product worked. He
knew t hat nost consuners woul d experience roll overs.

At the sane tine, he knew that the | oans discl osed the
cost as if it would be paid in full in just one
paynent .

That is the essence of our deception claim
That is the essence of our TILA claim He was aware
of those factors.

M. Carnes has testified that he sinply relied
on the advice of counsel and he tried to distance
hinself fromthe actual content of the | oan agreenent.
But when M. Foster was on the stand, he didn't say
that M. Carnes had never asked about the | oan
agreenment. He sinply repeatedly invoked attorney
client privilege.

Your Honor indicated that adverse inference
was appropriate in this instance given the
evasi veness.

JUDGE MKENNA:  No, | didn't. No, | didn't.

| said -- | raised the issue of an adverse
inference. | didn't say that | was going to invoke
it.

M5. WEI NBERG Wl |, Enforcenent Counsel woul d

urge you.
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JUDGE MCKENNA: | want to think about that
one.

M5. VEINBERG WlIl, since you were just
considering it, Enforcenent Counsel would urge you to
adopt it. W think it is appropriate under these
ci rcunst ances.

M. Foster and M. Carnes had to tal k about
the | oan agreenent. It was Integrity Advance's only
product. It defies reason to think that the two
executives in a conpany who offered one product and
had only one docunent that was consuner facing never
t al ked about the content of that docunent.

So let's ook at the second avenue for finding
M. Carnes liable. And that's fromhis pervasive role
and authority to control the activities of Integrity
Advance.

VW know that M. Carnes was the CEO of
Integrity Advance for each and every year that he
operated. W know that for each and every year that
Integrity Advance was in operation he was the key
deci sion naker. W heard that from M. Carnes
hinself. W heard it fromM. Midsen. W heard it
from M. Andoni an.

M. Carnes said that he had the ultinate

authority over Integrity Advance business. W heard
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repeated testinony that all |arge decisions had to go
through M. Carnes. These facts are not in dispute.

Even the org chart that was supplied by
Integrity Advance all points to M. Carnes. Everyone
reported ultinmately to M. Carnes for himto nake
decisions. Nor did this change when M. Foster becane
ee0!

M. Carnes was the signatory on Integrity
Advance's bank account. He hired nost of the
enpl oyees. He controlled the distributions of funds
to HP, the other conpany that he controll ed.

But nost inportantly he conceded that he had
the authority to control what | oan agreenent Integrity
Advance used.

He had a pervasive role and pervasive
authority over Integrity Advance's business practices.

M. Carnes was not a renote CEO who coul dn't
know what was going on in his conpany. He was in the
weeds of the operation of his conpany. He was in the
sanme physical space as everyone except for the
I ndi vi dual who we have tal ked about who was in
Del awar e.

He had daily talks with M. Madsen and ot her
key staff. He was nonitoring the business of

Integrity Advance on a mnute | evel, watching
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conversions, watching followups fromcalls which we
saw fromthe e-mail that was admtted. He ran
neetings. He set the agenda for neetings. He would
even go up to M. Andonian and tell himto nmake m nute
adjustnents in credit scores in terns of --

JUDCGE MCKENNA:  Qutof f | evel s.

M5. VEINBERG -- cutoff levels for what they
woul d accept in terns of their customer base.

JUDGE MKENNA:  Ri ght.

M5. WEINBERG |f the data base was sl ow,

M. Carnes was dealing with it. If M. Carnes wanted
a state off of the website, he would drop by

M. Andonian's desk and tell himto have it done, to
take care of it.

That particul ar exanple provides insight into
M. Carnes's testinony about the | oan agreenent.

Wien it cane to conpliance with the law, he
was hand's on. He wal ked towards the issue, not away
fromit. W can expect that that behavi or woul d be
consi stent throughout and woul d i nclude his control
and oversight over the | oan agreenent itself.

M. Carnes also testified with incredible
command of the details about the operations of
Integrity Advance. He knew the | owest and hi ghest

anounts that were paid for |eads. He knew the nunber
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of lead generators used. He knew details about a
randomincident of fraud at a call center that
happened nmany years ago.

He knew t he percentage of total transactions
that occurred through renotely created checks. Yet
sonehow with the | oan agreenent he has no know edge
and no invol venent.

Hs testinmony was sinply not credible on this
poi nt .

The other thing to note about the product is
that the product did not change, the | oan agreenent
did not change significantly over the tine that
Integrity Advance was in operation. Yet we know from
M. Madsen's testinony that when Integrity Advance
started its operation there were only four enpl oyees.
There were only four enpl oyees involved in setting it
up.

It was M. Carnes, M. Foster, M. Shahin, who
Is VP of technology and a receptionist.

JUDGE MCKENNA:  Your five mnutes is up now.

M5. WEIl NBERG kay. Thank you, Your Honor.

JUDGE MKENNA:  You're going to reserve?

M5. WEINBERG | wanted to reserve five
m nutes rebuttal.

JUDGE MCKENNA:  There you go.
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M5. VEINBERG And that was 157

JUDGE MCKENNA:  Yeah

M5. WEI NBERG kay. Thank you, Your Honor.

M5. BAKER (Good afternoon. Your Honor.

CLOSI NG ARGUVENTS BY Ms. BAKER:

Listening to Ms. Wi nberg speak earlier or a
few m nutes ago about the nonetary relief that the
CFPB i s seeking from Respondents was the first tine |
had ever heard those nunbers. And | note that as the
first sentence of ny closing argunent because | think
that's enblematic of the case that has not been put on
here the | ast few days.

| began ny opening a couple of days ago by
telling this Court what it would not hear. | close by
remnding this Court of what it did not hear.

The CFPB' s enforcenent office filed inits
pre-hearing statenment an acknow edgenent of what it
needs to show with respect to deception as it concerns
M. Carnes.

Specifically, top of page 5, respondi ng Carnes
was fully anware of how Integrity Advance's | oan
product operated and how that did not align with the
conmpany's | oan agreenent discl osures.

Your Honor, this Court has not been presented

with any evidence that M. Carnes was not aware of how
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that did not align with the conpany's | oan agreenent
di scl osures.

There is sinply no evidence in the record,
even circunstantial evidence, |let alone direct
evidence that M. Carnes had that know edge.

Now the O fice of Enforcenent put on several
witnesses to try to establish that know edge to no
avail. They opened with a M. Midsen, who, as Your
Honor heard, was responsible for overseeing the
conpany's efforts with respect to | ead generati on.

And as Your Honor noted during M. Madsen's
examnation, |ead generation concerned essentially the
bringing in of custoners or would be custoners into
the business. M. Madsen testified that he never had
a conversation with M. Carnes about the | oan
agreenent or any |oan disclosures and, in fact,

M. Madsen hinself never had anything to do with the
| oan agreenent or any | oan agreenent di scl osures.

You heard testinmony from M. Andoni an, who was
essentially an I T specialist who was responsi bl e for
supervising the IT activities of the Hayfield famly
of conpanies, which | will talk about in a nonent, and
what you heard from M. Andonian is that he worked
about 4,000 hours for Hayfield famly of conpanies
between '11 and ' 12 and of those 4,000, he spent no
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nore than two hours total talking about or working on
Integrity Advance related matters in neetings. You
heard that testinony.

And at that, none of those conversations to
whi ch he was privy had anything to do with the | oan
agreenent or | oan discl osures whi ch Enforcenent
Counsel acknow edged was the salient issue before this
Court with respect to M. Carnes's potential liability
for deceptive conduct.

Now you al so heard testinmony fromM. Foster,
who was the COO of the conpany starting in 2010. He
was the executive vice president of the conpany. He
was there at its -- and the general counsel. He was
there at its formation. And in fact what M. Foster
clearly testified to was two things: M. Carnes was
frequently traveling and out of office and that
M. Carnes was also while he was in the office, very
engaged and involved in not just Integrity Advance,
but a nunber of other business interests as well.

Now all of this is a long way of saying that
M. Carnes does not run fromthe fact that he was in
fact a hand's on CEQ |ndeed he established on the
stand that he was quite proud of that. Enforcenent
Counsel showed himon his direct an e-nail that

suggested that he knew about fraud.
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What M. Carnes responded to in that e-nail
was three things: He said pay the consuner back, nake
sure this doesn't happen again, and run it down.

That's what you heard, Your Honor. You heard
sonebody who was concerned with naking sure the
conpany got it right, but he did not | ook at or review
any of the | oan agreenent or | oan disclosures and
there's absolutely no evidence in the record to
suggest that he did.

Now you al so heard a fair anmount of testinony
about the work of the Hayfield businesses. |In fact,
we spent a lot of tine listening to Enforcenent
Counsel engage M. Carnes on Hayfield. Hayfield, as
Your Honor knows, was an unbrella conpany that had
about 14 other business |lines associated with it.

And M. Carnes testified that particularly in
the years 2011 and 2012, which are the years at issue
with respect to deception, he spent approximtely
seven and a half percent of his professional tinme at
t he conpany wor ki ng on busi ness for the conpany.

If Your Honor recalls, he said 15 percent of
50 percent, which was about seven and a half percent.

So this is not the situation or the facts that
Ms. Weinberg is trying to paint of sonebody who j ust

must have known about the details of |egalese in a
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| oan agreenent that he specifically noted in his
testi nony he engaged outside counsel to draft.

Now per haps even nore critically earlier today
we heard the testinmony froma Ms. Quinn MIler and
Ms. Quinn MIller is the chief investigator of the
non-depository institution's unit of the banking
comm ssioner in the state of Del awnare.

And Ms. MIler told us two things: She told
us that she herself regularly examned the | oan
agreenents that were affixed to the |license
applications that canme through her office and that
cone through her office and she examned themfor a
coupl e of things.

She said, | |looked at the TIL box and she said
| know that. And she said she al so examned that work
of her investigators to nake sure that when those
| i censes were either accepted or renewed, that all of
the I's were dotted and all the T's were crossed.

She's about as credible a witness as |'ve ever
heard. And she was very earnest and honest in telling
us what she did. You also heard testinony from her
that under the State of Delaware law it was legal in
2008, 2009, 2010, 2011, 2012 just as it is now, to
have a | oan product that enabled four rollovers before

there was a princi pal paydown.
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You heard her talk about that. And in fact,
we refreshed her recollection with the lawitself and
she acknow edged it, and she renenbered it and that is
also in the record.

M. Carnes testified that he was aware that
his conpany was |icensed in the state of Del aware, and
that he understood at a high level, his words high
| evel , what that neant insofar as each year that |oan
-- that license was renewed. He testified to that.
And we heard testinony today acknow edging that, in
fact, in 2011 and 2012 as two exanpl es, the | ending
|icense for the Integrity Advance conpany was renewed
in the State of Del anare.

Now we have heard a fair anmount about nonetary
relief today. And | note that what we have heard
nostly is froman informati on technol ogy specialist or
data scientist who was given a set of queries by the
G fice of Enforcenent and essentially ran data nunbers
at their request.

Now | have no doubt that M. Hughes i ntended
to do the job he was asked to do. You also heard a
substantial anount of testinmony fromDr. Ang, who is a
Ph. D. econom st, who previously worked at the CFPB,
that, in fact, what M. Hughes did was quite flawed.

It was flawed in two significant ways:
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M. Hughes cal cul ated a nunber called total paynents.
And the idea behind M. Hughes's calculations is this:
The assunption being that consuners are presunptively
har med because they were paying nore than what the TIL
box di scl osed. And so his working assunption is that
that anount is the anount that shoul d be given back
to, or that's the argunment that's now been nade by
counsel, that that nunber is what shoul d be gi ven back
to consuners on a theory that they were harned.

There's a couple of problens with that
argunent. First of all, that argunent ignores the
fact that we also heard testinony fromDr. Ang today
t hat between 2011 and 2012, 66 percent of the | oans
that were nade were for repeat custoners. That neans
t he custoners cane back another tine, for a second
loan, a third loan, a fourth loan, a fifth | oan, et
cetera.

If a custoner chose to cone back to take out
another loan, there is no consuner injury as a natter
of law. There is no consuner injury.

Wi ch neans that the nunbers that we heard
fromM. Hughes and were apparently, although not
clearly synthesized a few mnutes ago, are in fact
nunbers that do not adequately reflect consuner harm

assumng there is any consurmer harm And Your Honor,
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we do not by discussing these nunbers suggest that
there is any consuner harm but | do want to just
briefly address Dr. Ang's anal ysis for purposes of
closing and then | want to also tal k about the
analytical route that this Court should not adopt in
| ooki ng at any nunbers.

So Dr. Ang explained that if you took all of
the nonies that were paid over the TIL box and you
took out of that category any consuner who took out
nore than one | oan, the nunber that you would end up
with is 7,033, 546.

That is nowhere near the nunber we've heard
today. That's her testinony. That's Exhibit 23.

But nore inportantly than that testinony,
which is a significant counterpoint to M. Hughes's
testinony, nore inportantly than that, there is a
problemw th this entire analysis. The CFPB's Ofice
of Enforcenent has failed to nake a damages show ng.
They have offered no evidence into the record of
causati on.

They have failed to show that even if there
was deceptive conduct, there was one consuner harned.
Your Honor has not heard from anyone consumers. Your
Honor has not been shown a consuner survey. Your

Honor wasn't even presented during this entire trial
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of three days with even one consuner conplaint. Not
even one consumrer conpl ai nt.

There is absolutely no evidence in the record
of any consuner harnmed what soever. Let al one
$133, 000, 000 worth of consuner harm

Now there's another problemwth this
anal ysis. The $133, 000, 000 nunber presupposes t hat
t he Consuner Financial Protection Bureau' s Consuner
Fi nancial Protection Act enables the agency to go all
the way back to the beginning of tine that this
conpany started doi ng busi ness.

And as we discussed the other day, that is as
a matter of law incorrect. They cannot retroactively
apply the Consurer Financial Protection Act or any
conmponent part of TILA to obtain restitution on those

grounds. So that nunber as a nmatter of |law can't

st and.

JUDGE MKENNA:  Did you wish to reserve?

M5. BAKER | will continue with ny argunent,
Your Honor.

JUDGE MCKENNA:  Fi ve m nut es.

M5. BAKER  Thank you.

Now | want to talk briefly about sonme of the
flaws in M. Hughes's testinony, as revealed by his

testinony. Two in particular. Wat Dr. Ang testified
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about was that the problemw th M. Hughes's anal ysis
I's that the nunber over the TIL box that he used

negl ected -- there was a probl emwhen she ran those
nunbers. And the problemthat she articul ated when
she ran those nunbers is that the | oan product at

| ssue never had an instance when the principal or
finance charge woul d have gone up as you got farther
in tinmne.

It was al ways the case that the princi pal
woul d either stay the sane or go down. But when she
anal yzed sone of that data she noted di screpancies
t hat precluded her from adopting the aggregate nunbers
that he cane up with. That's a flawin his analysis
t hat she di scussed.

The other flaw in his anal ysis goes nore to
his cal culation of renotely created checks that cane
out today on his cross-examnation. One of the things
that's noteworthy and it speaks to the |ack of
consuner -- the lack of evidence in the record about
consuner harm is that there was no evidence submtted
as to why any consuner mght have wthdrawn their
aut hori zation and triggered creation of a renotely
created check in the first instance. And the fact
that he nade a nunber of assunptions in his

cal cul ation which were put up on a chart underscores
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t hat .

Now | want to note sonething that Ms. Vi nberg
requested of this Court. M. \Winberg requested that
this Court take notice of the CFPB' s request for an
adverse inference and as Your Honor undoubtably knows,
there is lots of case that precludes a court from
taki ng an adverse inference fromthe assertion of the
attorney/client privilege. And we can certainly brief
this in nore detail if Your Honor would |ike, but |
note for just for the beginning starting argumnent
there is a nunber of cases that effectively say that
the assertion of an attorney/client privilege by a
conpany or an individual does not |ead to an adverse
inference. And it cannot |ead to an adverse
I nference. A conpany cannot be penalized because it
nerely protects its rights and its privileges. And
the request for an adverse inference is counter to
| aw.

Now t here were a nunber of other msstatenents
in the record that Ms. Wi nberg nade. She tal ked
about the standard for finding liability. She said
actual know edge.

It's clear M. Carnes had no actual know edge
of what the | oan | anguage or disclosure said. She

affectively described a standard of constructive
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know edge. It's pretty clear he had no constructive
know edge of what the | oan agreenent or the | oan
disclosure said. He hinself told this Court that that
was not sonet hing he was apprised of or aware of.

She al so descri bed anot her standard of a high
probability of fraud or reckl essness, although I
didn't hear her enunciate that a great deal.

Covi ously, the fact that you heard so nuch testinony
fromhow inportant it was to M. Carnes to get it

ri ght when he could get it right discounts that third
prong as wel | .

But there is sonething else that | think is
i mportant to establish here. Inplicit in the CFPB s
argunent is that if you' re a hand's on CEO and you
care about your enpl oyees, and you don't shut the door
in their face when they cone talk to you, that you
must be liable for everything your outside counsel
does. That can't be the law That can't be the | aw,
Your Honor, thank you.

JUDCGE MCKENNA:  Thank you.

Ms. Wi nberg.

M5. BAKER Your Honor, do | have any tine
| eft?

JUDGE MKENNA:  1'mgoing to give you sone

time. You can have five.
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M5. WEI NBERG  Your Honor, under the rules |
just note that Enforcenent Counsel is supposed to have
the final rebuttal in this nmatter.

JUDCGE MCKENNA:  kay. Al right.

M5. BAKER That's fi ne.

JUDGE MCKENNA: Al right. You shoul d know
t hat .

REBUTTAL CLOSI NG ARGUMENTS BY Ms. VEI NBERC:
| have only five mnutes, so l'mgoing to try
and be brief and just hit a few points.

Respondents have argued that there was no
consuner harm | think that we have to bring this
case back to the consuners who were harnmed. | think
that if you asked any of the consuners whose funds
were taken in anounts higher than the anounts that
t hey expected whet her they were harned, they woul d
uniformy say yes. Mnetary harmin all of the case
law is found to be harm And | have no idea how
Respondents are argui ng ot herw se.

| also just want to return to what Ms. Ml er
testified to. Contrary to respondent's
characterization, Ms. Mller said that their review of
the TIL box was virtually nonexistent. They | ooked at
an APR calculation. They were not |ooking for

conmpliance with federal Iaw. They were doi hg sone
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mat h.

And contrary to M. Carnes' testinony, they
did not provide her -- they did not provide Integrity
Advance with a | oan agreenent. She was, | think,
stupefied by the suggestion that they woul d.

| also want to address very briefly
respondent' s repeated argunments about retroactivity.
The CFPB is not trying to enforce a retroactive
renedy. The renedy that we are seeking coul d have
been obtained by the FTC for TILA and EFTA viol ati ons
prior to the CFPB' s existence. And the renedi es that
the CFPB are seeking are avail abl e because the FTC
coul d have sought that relief.

Respondents are fond of quoting Landgraf;
however, Landgraf supports Enforcenent Counsel's
position on this, as well as Hughes Aircraft Conpany v
US., whichis 520 U S. 939 anot her suprene court case
from1997. And I, inthe interest of tine | just want
to read one quote which is that statutes nerely
addressi ng whi ch court shall have jurisdiction to
entertain a particular cause of action can fairly be
said nerely to regul ate the secondary conduct of
litigation and not the underlying prinmary conduct of
the parties.

In other words, if what they did was illegal
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before, it doesn't natter that it's the CFPB that is
now enforcing it.

JUDGE MKENNA: Let ne ask you a question: Is
there contained in the statute, the regul ations or the
casel aw that the fact that people were charged above
the TI LA box that there is strict liability?

M5. WEI NBERG The only case that | know t hat
Is directly on point is FTC versus AMs

JUDGE MKENNA:  And the answer to ny question
| s?

M5. WEINBERG | amtrying to recall now
whet her the individual was held liable in that case
and | cannot renenber if that was an issue in that
case. But we will certainly brief that in our
post-trial briefing.

JUDGE McKENNA:  You can | ook at NOAA casel aw
on strict liability. 1t has sone interesting
appl i cati on.

M5. VEINBERG For ny final point and ny
remai ning mnute or whatever it is that | have left.
| just want to return to RCC s because | think it's
interesting, there is no dispute that Respondents used
RCCs. And there is no dispute as to when they used
t hem

They used them specifically when consuners had
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affirmatively told the conpany through their
revocation of the ACH authorization, that they were
not authorizing the conpany to take any nore noney
fromtheir accounts. The conpany knew that. Yet they
used this nechanismto take noney from consuners under
t hose ci rcunst ances.

And | think it's instructive given the
extremty of the renmedy that they were invoki ng on
their own behalf, to ook at how they disclosed this
remedy to consuners. There is no headings in the | oan

agreenent that point to this. There is no bold

| anguage that points to this. [It's not front and
center on any page. It's not even near where any
consurer signed. Instead, it's part of a sentence in

the mddl e of a paragraph pertaining to sonething el se
i n | anguage which is unclear, to be generous.

Under these circunstances, we think that the
use of RCC s was unfair. Wuat we have to show for
unfai rness was a substantial injury. And here
consuners | ost funds when they thought that they had
protected thensel ves fromrevoking the ACH
authorization. It was not reasonably avoi dable. And
there were no benefits.

Thank you, Your Honor.

JUDGE MCKENNA: Al right. W wll stand
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adjourned. | wll wait to receive paper. |
under stand that counsel when they get a hard copy of
the transcript will try and work out any del eti ons.

How | ong will you need to file a notion to
correct the transcript?

M5. BAKER For M. Baressi?

JUDCGE MCKENNA:  Ever ybody, everyt hing.

M5. BAKER (h, for everything or just for --
well, for M. Baressi, we would ask for -- we can
probably file an opening brief on that within three
days of receiving the transcript. In terns of
correcting the transcript.

JUDGE MCKENNA: Wl |, | don't think that's
going to be necessary unless -- there are two avenues
here: (One is just to get rid of some particul ar
sentences that you had -- question and answer that you
had tal ked about. That's nunber one. And | think
that that can be handl ed between counsel.

The second thing is the notion to strike the
entire testinony direct and cross, that's a separate
| ssue and you can put that in your brief.

M5. BAKER  Thank you, Your Honor.

JUDGE MKENNA:  Rather than nake it a separate
itembut as to the sentence, |let nme know early.

M5. BAKER W will, Your Honor, thank you.

SUBJECT TC PROTECTI VE ORDER | N 2015- CFPB- 0029




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

2015-CFPB-0029 Document 174  Filed 09/26/2016 Page 208 of 21P| | - 208

JUDGE MCKENNA: Al right. And how long are
you going to need for a notion to correct the entire
transcript?

M5. BAKER W can -- |'mgoing to propose
M. Weeler and | nmaybe go back to our office and tal k
about this and apprise the Court. | nean, | don't
have a sense of how long that transcript is going to
be.

MR WHEELER Yeah, do we have any sense of
how | ong the transcript wll take?

JUDGE MKENNA: Al right, well, see the deal
here is that we have deadl i nes.

| have deadlines. So | have to put
correspondi ng deadl i nes on you, and ny general
inclination in watching the admnistrative process and
the deadline on regulations historically was nmanana,
and that is under the assunption that sonebody was
trying to do their due diligence and get it done as
fast as they could get it done.

So the regulations require that | have to give
the director notice if I'"'mnot going to be able to get
ny deci sion out within 300 days from assi gnnent.

So I'mgoing to try and do it right before
doing it fast.

MR WHEELER | appreciate that, Your Honor.
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M5. BAKER For correcting the transcript
assumng we get it in tw weeks, would a week after
that for any corrections, and we coul d probably even
agree to file a join submssion to the extent we are
tal ki ng about errata sheet type --

JUDGE MKENNA:  Yes. Five cal endar days.

M5. BAKER Maybe seven cal endar days, woul d
t hat be okay, Your Honor? |'m m ndful of everyone's
schedul es.

Does that work for M. Weeler?

MR WHEELER That's fine with nme, Your Honor.

JUDCGE MCKENNA: Al right.

Ckay. Thank you. Everyone was a pleasure to
interact with for the last three days and | want to
t hank you for that.

MR WHEELER  Thank you, Your Honor.

(The proceedi ngs concl uded at 4:30 p.m)
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REPORTER S CERTI FI CATE.

|, Jeannie A MIlio, Registered Professional
Reporter, an Oficial Court Reporter for the United
States Coast Quard, do hereby certify that |
st enographi cal ly recorded the proceedi ngs i n Consuner
Fi nancial Protection Bureau versus Integrity Advance,
LLC and Janes R Carnes, File No. 2015- CFPB-0029, held
on July 21, 2016, at 9:30 a.m (ET), at the FERC
Building, 888 First St., N E , Wshington, DC before
t he Honorabl e Parlen L. MKenna.

| further certify that the page nunbers I11-1
through I'11-210 constitute an official transcript of
t he proceedi ngs as transcribed by ne fromny
stenographic notes to the within typewitten matter in
a conpl ete and accurate nanner.

In wi tness whereof, | have affixed ny signature

this 1st day of Septenber, 2016.

Jeannie A Mlio, RPR
Cficial Court Reporter
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