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Plaintiffs, Commonwealth of Pennsylvania, by Attorney General Josh Shapiro,
(“Commonwealth”); District of Columbia, a municipal corporation, through the Office of the
Attorney General; State of New Jersey, by Matthew J. Platkin, Acting Attorney General of the
State of New Jersey, Cari Fais, Acting Director of the New Jersey Division of Consumer Affairs;
State of Oregon; State of Utah; acting through Sean D. Reyes, Attorney General of Utah; and State
of Washington, (referred to collectively, “Plaintiffs” or “Plaintiff States”) bring this action against
Mariner Finance, LLC (“Mariner” or “Defendant”) and allege the following:

INTRODUCTION

1. Defendant Mariner Finance, LLC is a subprime installment lender engaged in a
nationwide scheme that takes advantage of low-and-moderate income consumers. Among other
aggressive sales tactics, Mariner engages in widespread credit insurance packing, which is the
practice of adding costly insurance policies and other products (“add-ons” or “add-on products”)
to loans without the consumer’s knowledge and, in some cases, despite the consumer’s explicit
rejection of the add-ons. These costly add-ons significantly increase the cost of the loan—and
Mariner’s profit. Additionally, Mariner encourages employees to “flip” existing loan obligations
by deceptively inducing consumers to refinance their loans through frequent financings that result
in little or no economic benefit to the consumer in order to increase Mariner’s loan volume and
generate new loan fees, additional add-ons, and more profits for Mariner.

Mariner Exists to Generate Ever-Increasing Profits for Its Executives and Private Equity
Owners—At Great Expense to Its Customers.

2. Mariner’s unlawful behavior is motivated by the high-growth demands of'its owner:

a private equity fund managed by Warburg Pincus LLC, a Wall Street private equity firm.



Case 2:22-cv-03253 Document 1 Filed 08/16/22 Page 5 of 104

3. Mariner was formed through an aggressive string of acquisitions financed by
private equity. Mariner’s first private equity investor was Milestone Partners III, LP and Milestone
Partners Management Co., LP, which acquired a stake in Mariner in 2009.

4. Warburg Pincus LLC’s fund then acquired Mariner in 2013 for $234 million.
Warburg Pincus LLC has over $80 billion in assets under management and is led by CEO Charles
“Chip” Kaye and President Timothy Geithner.

5. Warburg Pincus LLC controls Mariner’s Board of Directors. At least two of
Mariner’s Board members are Warburg Pincus LLC Managing Directors. One of Mariner’s Board
members, Michael E. Martin, is the leader of Warburg Pincus LLC’s Financial Services Team.

6. When Warburg Pincus LLC acquired Mariner, Mariner had 57 branches in seven
states.

7. Today, just nine years later, a company that began with a single brick-and-mortar
branch has morphed into a sizeable conglomerate with over 480 branches in 27 states. Mariner
manages $2 billion in loans every year.

8. Mariner portrays itself as a community-oriented lender operating small, local
branches with strong ties to its local geography. In reality, Mariner deploys aggressive, high-
pressure sales tactics, dictated by a profit-driven model that operates according to the famous
maxim articulated in Glengarry Glen Ross: Always Be Closing.

0. Contrary to Mariner’s portrayal of itself as a “community based” lender, Mariner’s
policies and business practices are set and directed by headquarters, leaving minimal discretion to
branch managers and loan officers to extend loans that work best for consumers according to their

needs and financial condition. The primary directive is to sell.
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10. Mariner exists to create value for its investors, not its customers. To that end,
Mariner’s private equity owners depend on and expect Mariner to generate substantial profits to
create ever higher returns.

11. Mariner maintains several avenues of customer acquisition, including, among other
things, soliciting potential borrowers through live check mailings, local branches, the Internet,
telephone sales, acquisition of competitors’ existing borrower pools and loan origination
platforms, and acquiring leads through third-parties such as Credit Karma and LendingTree.

12. Mariner targets its loans and aggressive sales tactics at the most vulnerable
borrowers, offering low-and-moderate income consumers small dollar personal loans with high
interest costs. These are often subprime and deep subprime borrowers with FICO scores of 629 or
less. They often already have significant credit card, installment loan, and/or student loan debt.
These consumers are most likely to fall prey to lenders such as Mariner when an emergency or
unplanned life event occurs because their income and credit history often makes it challenging to
obtain a lower interest loan through a bank or credit union.

13. In states with usury laws, including but not limited to the District of Columbia, New
Jersey, Oregon, Pennsylvania, and Washington, Mariner charges interest at or near the maximum
allowable under state law.

14. To grow the company, Mariner engages in aggressive sales tactics in order to find
and extend credit to new borrowers. Mariner markets the fact that consumers can come into a
branch and procure a check on the same day (often within an hour), following a soft credit check.
Mariner mails unsolicited “live checks” to consumers that Mariner prescreens using credit bureaus
and “proprietary scoring data.” Mariner also aggressively pushes consumers to refinance existing

credit and take out new loans, even if it is not in the best interest of the consumer. These are the



Case 2:22-cv-03253 Document 1 Filed 08/16/22 Page 7 of 104

kind of sales practices that can ensnare vulnerable consumers into a cycle of debt, keeping
borrowers captive and away from competing financial service providers.

15. In order to drive growth internally, Mariner also requires employees to meet defined
sales goals or face discipline, docking incentives, and possible termination.

16. Mariner employs a variety of aggressive tactics both to engage new customers and
to keep existing customers in a perpetual cycle of debt. For one, the company mails unsolicited
“live checks” to consumers that merely require endorsement and deposit to trigger a loan
transaction. Mariner targets live checks to those consumers who meet Mariner’s proprietary
models. These consumers are often in financial crisis, decidedly unfamiliar with receiving
unsolicited checks in the mail, and in desperate need of economic relief. Mariner uses live checks
as an entrée to the most vulnerable portion of the targeted population.

17. After a consumer cashes a live check, Mariner immediately begins soliciting the
consumer by phone, email, and other methods to come into the branch and borrow additional
money by refinancing the loan.

18. If a borrower falls behind on payments, the first option Mariner offers the consumer
is not a payment or deferment plan but is instead an offer to refinance the loan and borrow
additional cash.

19. As described in detail below, when the consumer comes into the branch to
refinance, Mariner maximizes the amount of the new loan by charging consumers for—and
financing—hidden add-on products.

20. Mariner pushes each branch to sell a minimum amount of add-ons by setting
baseline performance metrics connected to the sale of ancillary products that are incentivized

through bonuses, and disciplining employees that fail to upsell.
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21. Mariner’s incentive structure thereby encourages its employees to deceive, mislead,
and otherwise confuse financially desperate consumers into paying for products that add hundreds
or thousands of dollars to the loan.

22. Most often, Mariner tells consumers nothing about these products, rushing
consumers through electronic paperwork, keeping consumers in the dark about the existence and
cost of the add-ons.

23. Mariner sells its add-ons only as single-premium products in order to maximize the
consumers’ long-term debt load. Single-premium means the entire premium is paid upfront and
financed into the loan instead of paying the premiums in monthly installments. This unnecessarily
inflates the size of the principal obligation for the unwitting borrower and balloons the interest
Mariner earns over the life of the loan.

24. At the same time, Mariner retains a substantial portion of the premium charge for
each insurance add-on as a sales commission—essentially a kickback to Mariner—ranging from
21% to 75% of the net written premium amount depending on the add-on and the state in which
the loan is made. Mariner fails to disclose the commissions it earns.

25. While Mariner’s stated policies discourage employees from hiding the add-ons
from consumers—affording Mariner plausible deniability with regard to its sales and marketing
misconduct—Mariner’s marketing and sales incentives are, in fact, structured to drive this
unlawful conduct. Mariner trains, instructs, and directs its employees to “offer” every add-on
product to every consumer every time. And, Mariner regional and branch managers are disciplined
for failing to meet expected add-on sales goals, thereby encouraging employees to disregard stated

corporate policies related to the sale and marketing of these products.
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26. Mariner’s relentless internal sales goals and incentives ensure that there will be
winners and losers among regional and branch managers and branch employees as a matter of their
personal compensation.

27. Mariner incentivizes this pattern of unlawful conduct because it derives enormous
profit from packing additional, hidden products into its consumer loans. In 2019 alone, Mariner
charged consumers $121.7 million nationwide in premiums and fees for add-on products. Notably,
these numbers exclude all of the interest Mariner earns on the add-on premiums.

skeosk skok skok

Mariner’s Corporate Policies and Practices Result in Employees Charging Consumers for Add-
On Products They Do Not Know About and Have Not Consented to Buy.

28.  Inmany instances, Mariner tacks on charges for add-ons at loan origination without
obtaining the consumer’s consent. In other instances, Mariner mentions add-ons but falsely tells
the consumer they are mandatory. As described in detail below, Mariner employees make
misleading statements or material omissions concerning what it is consumers are actually agreeing
to purchase, leaving many borrowers with no knowledge of the add-on product(s) or a mistaken
belief about the value and/or cost of the product(s).

29.  Mariner’s corporate policies and practices encourage employees to perpetrate this
unlawful conduct, including by rewarding employees who maximize add-on charges and formally
disciplining branch managers whose levels of add-on charges fall below established, minimum
expectations.

30.  Mariner sells two categories of add-on products: (A) credit insurance products: (1)
life (pays off the loan balance if the borrower dies), (2) disability (makes some payments on a loan
if the consumer becomes disabled for a covered reason, after a waiting period), (3) involuntary

unemployment (likewise, due to unemployment), (4) household property (pays to repair or replace
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covered personal property due to a covered loss), and (5) non-filing insurance (protects Mariner
from loss of its interest in the personal property collateral due to its failure to perfect a security
interest); and (B) so-called “non-credit” or “ancillary” products: (1) accidental death &
dismemberment insurance (AD&D) (pays for certain accidental injuries and death), (2) Auto Club
(similar to AAA), (3) Home & Auto (similar to AAA), and (4) Guaranteed Asset Protection (GAP)
(on a car title loan, pays any difference between the outstanding loan balance and the auto
insurance payout in the event the car is a total loss).

31. Mariner stands to gain substantially more from a credit insurance policy than the
borrowing consumer stands to gain because, inter alia: (A) Mariner makes itself the policy’s
primary beneficiary; and (B) Mariner earns substantial commission revenue that exceeds claim
payouts on most or all insurance products.

32. Credit insurance products typically cost far more per dollar of coverage as
compared to freestanding life or renter’s insurance policies.

33. It is often not in the consumer’s best interest to purchase credit insurance or other
add-ons, particularly when the consumer has existing insurance or an AAA membership
rendering Mariner’s insurance product duplicative and unnecessary. For this reason, when asked,
the vast majority or Mariner customers charged for add-ons say they would have declined if they
had known about them.

34, Nevertheless, as explained below, Mariner charges its customers for one or more

add-on products on 80% of its loans nationwide. It does so through a loan origination process that
deprives most customers of any meaningful opportunity to review add-on product options and

make an informed decision whether to purchase such products.
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Mariner’s Corporate Policies and Practices Incentivize Employees to “Flip” Existing Loan
Obligations into Refinanced and/or Larger Loan Obligations.

35.  Mariner’s policies, practices, and incentive structure also encourage employees to
“flip” consumers’ loans into refinanced and/or larger loan obligations. Employees are expected to
keep loan applications flowing, and Mariner tracks their performance using metrics based on the
number of loans each employee closes per day. The only way for employees to meet Mariner’s
aggressive sales goals is by refinancing existing loans at every opportunity.

36. Mariner trains employees to reach out to consumers as soon as they miss a loan
payment and to use a missed payment as an opportunity to induce consumers to refinance existing
loans (which Mariner refers to as “renew the DQ”). By renewing instead of collecting overdue
loan payments under the existing terms, and by selling the renewal as a benefit to consumers when
it is not, Mariner’s employees improve their sales metrics and qualify for additional compensation
while simultaneously generating more add-ons charges and increasing Mariner’s total loan
volume. This is because Mariner typically requires the consumer to borrow at least $500 more in
a refinancing.

LEGAL AUTHORITY

37.  Plaintiffs bring this action to prevent unfair, deceptive, or abusive acts or practices
under Section 1042 of the Consumer Financial Protection Act of 2010 (“Dodd-Frank Act” or
“CFPA”), 12 U.S.C. § 5552(a), which authorizes Plaintiffs to seek, and the Court to order,
permanent injunctive relief, monetary relief, and other relief for Defendant’s acts or practices that
violate the CFPA.

38. Plaintiffs also bring this action pursuant to Section 1036(a)(1)(A) of the CFPA,
12 U.S.C. § 5536(a)(1)(A), which authorizes Plaintiffs to seek, and the Court to order, permanent

injunctive relief, monetary relief, and other relief for Defendant’s acts or practices that violate
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other Federal consumer financial laws set forth in the CFPA, including the Truth in Lending Act,
15 U.S.C. § 1601 et seq. (TILA).

39. In addition, Plaintiffs bring this action pursuant to their respective state consumer
protection laws:

a. The Commonwealth brings this action pursuant to the Unfair Trade
Practices and Consumer Protection Law, 73 P.S. § 201-1, et seq. (PA CPL), to restrain
unfair methods of competition or unfair or deceptive acts or practices in the conduct of any
trade or commerce declared unlawful by Section 201-3 of the PA CPL.

b. The State of New Jersey brings this action pursuant to its authority under
the New Jersey Consumer Fraud Act, N.J.S.A. 56:8-8, 56:8-11, 56:8-13, and 56:8-19 (NJ
CFA), to permanently enjoin Mariner from engaging in unconscionable and deceptive
commercial practices and misrepresentations, and to recover statutory civil penalties,
consumer restitution, attorneys’ fees and costs and other equitable and monetary relief.

C. The State of Washington brings this action pursuant to its authority under
the Washington Consumer Protection Act, chapter 19.86 RCW (WA CPA), to enjoin
Mariner from engaging in these unfair and deceptive practices, and to recover statutory
civil penalties, consumer restitution, attorneys’ fees and costs, and other equitable and
monetary relief.

40. At all times relevant hereto, Mariner engaged in trade and commerce by marketing,
offering, selling, and originating personal loans to residents of the Plaintiff States and by servicing
and collecting on these loans.

41. The public interest is served by seeking before this Honorable Court a permanent

injunction to restrain the methods, acts, and practices alleged, restitution, and disgorgement of
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money that Mariner has derived from these methods, acts, and practices, as well as civil penalties
and investigative and litigation costs.

42. Defendant is using, has used, or is about to use methods, acts, or practices declared
unlawful by Section 201-3 of the PA CPL, the NJ CFA, the WA CPA, and/or by the CFPA.

43. The CFPA, which prohibits “unfair, deceptive or abusive acts or practices,”
explicitly delegates to state attorneys general the authority to bring Federal civil enforcement
actions in order to enforce the Act and to secure remedies provided therein. 12 U.S.C. § 5552(a)(1).
This provision is subject to a requirement that an attorney general provide prior notice to the
Consumer Financial Protection Bureau (CFPB). Plaintiffs have provided such notice.

44. Section 1036 of the CFPA prohibits a “covered person” from offering or providing
to a consumer any financial product or service not in conformity with Federal consumer financial
law, or otherwise committing any act or omission in violation of a Federal consumer financial law,
or from committing or engaging in any “unfair, deceptive or abusive act or practice” in connection
with any transaction with a borrower for a consumer financial product or service, or the offering
of a consumer financial product or service. 12 U.S.C. §§ 5536(a)(1)(A), (B). Defendant is a
“covered person” within the meaning of the CFPA. 12 U.S.C. § 5481(6).

45. Citizens of the Plaintiff States are suffering and will continue to suffer harm unless
the acts and practices complained of herein are permanently enjoined.

JURISDICTION AND VENUE

46. This Court has subject-matter jurisdiction over this action because it is “brought
under Federal consumer financial law,” 12 U.S.C. § 5565(a)(1), and presents a Federal question,
28 U.S.C. § 1331. Plaintiffs are authorized to initiate civil actions in Federal district court to

enforce provisions of the CFPA. 12 U.S.C. § 5552(a)(1).

10
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47. This Court has supplemental jurisdiction over the remaining claims under
28 U.S.C. § 1367.

48. Venue is proper in this district because Defendant is located, resides, and/or does
business in this district, and/or a substantial part of the events or omissions giving rise to the claims
occurred in this district. 28 U.S.C. § 1391(b), (c); 12 U.S.C. § 5564(%).

PLAINTIFES

49. Plaintiff is the Commonwealth of Pennsylvania, acting by Attorney General Josh
Shapiro, with offices located at 15th Floor, Strawberry Square, Harrisburg, PA 17120.

50. Plaintiff is the District of Columbia, through the Office of the Attorney General,
Karl A. Racine, with offices located at 400 6™ Street, N.W., 10" Floor, Washington, D.C. 20001.

51. Plaintiffs are Matthew J. Platkin, Acting Attorney General of the State of New
Jersey, with offices located at 124 Halsey Street, 5th Floor, Newark, NJ, and Cari Fais, Acting
Director of the New Jersey Division of Consumer Affairs, with offices located at 124 Halsey
Street, 7th Floor, Newark, NJ (collectively, the “State of New Jersey” or “New Jersey”).

52. Plaintiff is the State of Oregon, ex rel. Ellen F. Rosenblum, in her official capacity
as Attorney General for the State of Oregon, with offices located at 100 SW Market Street,
Portland, Oregon.

53. Plaintiff is the State of Utah, acting through Sean D. Reyes, Attorney General of
Utah, with offices located at Utah State Capitol, 350 N. State St. Suite #230, Salt Lake City, UT
84114.

54. Plaintiff is the State of Washington, through Attorney General Robert W. Ferguson,

with offices located at 800 Fifth Avenue, Suite 2000, Seattle, WA 98104 (“State of Washington”

11
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or “Washington™). The Washington Attorney General is also authorized to commence this action
pursuant to RCW 19.86.080 and RCW 19.86.140.

DEFENDANT

55. Mariner is a Maryland limited liability company with its principal executive offices
located at 8211 Town Center Drive, Nottingham, MD 21236. Joshua Johnson is Mariner’s
President and CEO.

BACKGROUND

56. Mariner’s target consumers are subprime borrowers with below average credit
history and low FICO scores.

57. Mariner offers loans of between $1,000 and $25,000, with terms between 12 and
60 months. Mariner charges high interest rates that range from 18.99% to 35.99%. For Mariner’s
“direct” branch loans, the average APR is around 28%, and the average loan size is about $3,650.

58. Mariner obtains leads for potential borrowers through online lead generators such
as LendingTree and Credit Karma. Many branch loans also begin as “loans by mail” which can be
refinanced into a larger loan at a branch.

59. Mariner markets itself as a lender—not an insurance broker.

60. Consumers come to Mariner to borrow money; they do not come to Mariner for the
purpose of buying insurance.

61. Mariner never sells insurance on its own, without a loan, and consumers cannot pay
for the insurance premiums up front to avoid amortization of the costs of the add-ons. Rather, the
premiums are added on top of the loans and incur additional interest over the course of the loans,

increasing the profits for Mariner and increasing the cost to consumers.

12
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62. Mariner markets itself to consumers as a place to get personal loans, debt
consolidation loans, car loans, and—recently—mortgage loans. Mariner’s website contains
extensive marketing information and FAQs about every loan product. But the website contains no
information about add-ons.

63. The following is typical marketing language from Mariner’s website, captured on

July 21, 2022:

& @ D PA marinerfinance.com w o 9 4

SEARCH CAREERS BLOG CUSTOMER SUPPORT [l RESUME APPLICATION £ ACCOUNT LOGIN Q FIND A BRANCH

MAE,'"'}E&Personal loan  Debt Consolidation Loans  CarLoans Home Loans Resources ~Why Mariner RIS S

Explore a personal
loan near you.

We'll match you with a personal loan near you that meets your immediate needs and helps you realize
your long-term dreams. We understand that every borrower, and borrower need, is different. So we take
the time get to know you. You can even apply now for a personal loan online.

Mariner Finance, serving communities since 1927, operates over 480 branches in twenty-seven states,
working and living as close to our customers as we can. Chances are we're in your neighborhood, or we
will be soon as we continue to grow. Our experienced team members are ready to assist with your
financial needs. Find a branch in your neighborhood or state and explore loans near you.

Discover how to apply for a personal loan online.

13
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MAI;IHE& Personal loan  Debt Consolidation Loans ~ CarLoans HomeLoans Resources ~Why Mariner FgCYE Il (T8

What are the types of
personal loans?

A personal loan can meet a variety of needs, including medical emergencies, home
improvement projects, vacations, weddings and debt consolidation. Mariner Finance
has a solution that fits your needs. Check your personal loan offer online today.*

Debt consolidation. \V
Covering unexpected expenses. N
Making home improvements. N7
Paying for a vacation. N/
Taking care of wedding expenses. N
64.  Yet, despite the fact that Mariner does not mention its insurance products on its

website and consumers do not come to Mariner seeking insurance, Mariner manages to charge the
vast majority of its customers (about 80% of loans nationwide as of early 2020) for expensive
insurance and other add-ons.
65.  Add-ons are one of the key drivers, if not the key driver, of Mariner’s profits.
Hidden Add-Ons Cost Consumers an Average of $500 Per Loan Nationwide.
66. In 2020, nationwide, Mariner charged consumers an average of $360 in add-on

products per loan. Since the premiums and fees are financed, these add-ons increase interest

14
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payments by an average of about $180 in interest to the loan, for a total added cost to the consumer
of approximately $540.

67. In some states, Mariner’s add-on charges are far higher. For example, Mariner
produced to the Commonwealth a random sample of 100 loan files for loans originated in
Pennsylvania in December 2020. Of those 100 loans, 75 loans included charges for at least one
add-on product.

68. For these 75 loans, the average cash borrowed was $3,394. The consumers were
charged an average of $725 each for add-on products, plus $360 more in interest, as illustrated
below.! This amounts to an average of $1,085 in add-on costs for every $3,394 in cash borrowed
— or $32 in add-on costs for every $100 borrowed.

Figure 1: Average Add-On Costs Per-Consumer from PA Random Sample, Dec. 2020

Interest Due to
Add-ons, $360

Add-on
Products, $725

! For each loan, interest attributable to add-ons was calculated by dividing the finance charge by
the amount financed (including add-ons), and then multiplying that ratio by the add-on charges.
Throughout this Complaint, dollar amounts are rounded to the nearest whole dollar.
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69. In another example, Mariner produced to New Jersey a random sample of 42 loan
files for New Jersey consumers with loans that originated in December 2020. Of those 42 loans,
21 included charges for at least one add-on product.

70. Of the 21 New Jersey loans that originated in December 2020 with one or more
add-on products, the average cash borrowed was $4,667. These New Jersey consumers were
charged an average of $267 for add-on products, which added $207 more in interest. This amounts
to an average of $474 for every $4,667 in cash borrowed — or $10 in add-on costs for every $100
borrowed.

71. Of course, Mariner charges some consumers far more than the average. For
example, one consumer borrowed $2,981 in cash in December 2020, at 27.69% APR. In addition
to the cash loan, Mariner charged this consumer $1,700 for five add-on products, which added
$1,135 in interest to the loan, for a total cost of add-ons of $2,835. Mariner charged this consumer
$95 in add-ons for every $100 she borrowed.

72. In September 2017, another consumer borrowed $16,594 in cash, putting down a
car title as collateral. Mariner charged this consumer $5,641 for the following seven add-on
products: Auto Club ($432), Credit Involuntary Unemployment Insurance ($1,780), Accidental
Death & Dismemberment (AD&D) (Policy 1) ($480), AD&D (Policy 2) ($480), Credit Accident
& Health Insurance ($1,430), Credit Life Insurance ($1,025), and Non-Filing Insurance ($12).
Mariner added $3,519 in interest to the loan as a result of these add-on charges. In total, Mariner
charged this consumer $9,160 for add-on products, or $55 for every $100 borrowed on this
particular vehicle title loan.

73. In another example, a consumer borrowed $5,000 in cash in December 2020, at

29.98% APR. In addition to the cash loan, Mariner charged this consumer $1,238 for four add-on
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products, which added $371 in interest to the loan, for a total cost of add-ons of $1,609. Mariner
charged this consumer $32 in add-ons for every $100 he borrowed.

Mariner Uses an Electronic Closing Process to Conduct a Bait-and-Switch that Packs in Add-
On Products and Results in Costs Far Higher than Consumers Expect to Pay.

74.  Mariner’s add-on packing operation takes place primarily in its branch locations.
As described in more detail herein, on average Mariner adds hundreds or thousands of dollars in
add-ons to every loan—removing them only if the consumer notices and asks.

75.  But most consumers have no chance to notice the add-ons. At the in-branch loan
closings, Mariner rushes applicants through an electronic display of 44-plus pages of loan
documents on a hard-to-read computer screen mounted on the wall. A redacted exemplar of a 57-
page loan packet is attached as Exhibit A.

76.  Within the electronic display of loan documents are purported disclosures about the
add-on products. Mariner hides the disclosures from most of its customers, so they never know
they are being charged hundreds of dollars for add-ons. The Mariner employee—not the
consumer—controls the pace of scrolling.

77.  Forexample, one consumer borrowed from Mariner in January 2021 after she drove
by a Mariner location and decided to apply for a loan online. She reported that auto protection was
offered on top of the loan, relaying that she thought it was “really weird” that a product like auto
protection was being offered at a lending establishment. This consumer was given 15 minutes to
look over the paperwork and shown the screen of a tablet displaying the documents, but was not
given a chance to scroll through them herself before she signed. Mariner ultimately charged her
for four add-ons, none of which she was aware: Life, Accident & Health, Involuntary
Unemployment Insurance, and an auto membership. She borrowed $3,000 in cash, but was charged

$909 in add-ons, totaling $1,236 in add-ons including interest; for every $100 she borrowed, she
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was charged $41 in add-ons. She stated that had she been offered these products as optional, she
would have declined all of them without any regard to how much they cost.

78. Because consumers are not afforded the opportunity to adequately read and
understand the purported disclosures contained in the electronic display of loan documents before
signing, most consumers rely on the oral representations of Mariner employees to explain what
the add-on products are and how they work.

79. Mariner’s oral representations of the add-on products during loan closings, to the
extent they are even provided, fail to disclose the basic obligations and terms of the loan agreement
and add-on products, including, among other things: (1) that the add-on products are an additional
cost that is added to the loan; (2) that the entire premium of credit insurance products are financed
upfront; and/or (3) that the purchase of add-on products is ostensibly optional and not required to
obtain the loan.

80. Mariner further misleads consumers by concealing the substantial commissions it
retains on the amounts it charges consumers for credit insurance by falsely stating in its written
disclosures that the premium amount is paid “To Ins. Company,” without disclosing the substantial
commissions that Mariner deducts and retains for itself.

81. Mariner’s acts and practices during and prior to loan closing are misleading and
cause a likelihood of confusion and misunderstanding for consumers as to the cost of the loan and
the add-on products Mariner is selling.

82. In addition to being unfair, deceptive, abusive, and/or unconscionable, Mariner’s
practice of requiring consumers to purchase add-on products through deceptive statements or

omissions also violates the Truth in Lending Act (TILA), 15 U.S.C. 1601 et seq., and Regulation
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Z, 12 C.F.R. § 1026, which require that mandatory charges be disclosed as part of the finance

charge.
FACTUAL ALLEGATIONS
L Mariner Charges the Majority of Consumers for Add-Ons Without Their
Consent.
83.  In many loan transactions, Mariner packs add-ons into the loan without properly

obtaining consumers’ consent. Although add-on charges commonly add hundreds or thousands of
dollars to the loan, Mariner employees often make no oral mention of them and, given Mariner’s
failure to properly provide disclosures, many consumers do not notice that large sums have been
added to what they believe they are borrowing.

84.  In some instances, Mariner falsely tells consumers that add-on products are
required to obtain the loan. In other instances, Mariner falsely tells consumers, explicitly or
implicitly, that the add-ons are free or much cheaper than they in fact are.

85.  Inyet other instances, Mariner falsely tells consumers, explicitly or implicitly, that
they are entitled to the add-on products as a “perk” or as a benefit to being a Mariner customer.

86.  The methods differ, but the result is the same: consumers end up being charged and
paying hundreds or thousands of dollars for add-ons for which they did not provide consent.

87.  As demonstrated by extensive interviews with consumers who were nearly all
chosen at random, Mariner misled the overwhelming majority of the consumers whom it charges
for insurance in the Plaintiff States.

88. Of the 44 consumers the Commonwealth interviewed, at least 36 had one or more
credit insurance or ancillary products added to their loan. Of these 36 consumers with add-on

products, only one person provided her consent.
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89. Of the 36 Pennsylvania consumers who were interviewed and had add-on products,
35 (97 percent) told the Commonwealth that they either: (1) did not know they had an add-on, (2)
did not know it was optional, and/or (3) did not know that it cost additional money.

90. Of the 16 New Jersey consumers interviewed with loans that originated between
November and December 2021, and who were charged for four or more add-on products, all 16
consumers told New Jersey that they either: (1) did not know they had add-on products attached
to their loan, (2) did not know one or more add-on products were optional, and/or (3) did not know
that one or more add-on products cost additional money.

91. Of the 10 Washington consumers who were interviewed and had add-on products,
9 of those consumers (90%) told Washington that they either: (1) did not know they had an add-
on, (2) did not know it was optional, and/or (3) did not know that it cost additional money.

92. Mariner engages in many unfair, deceptive, abusive, and/or unconscionable acts or
practices in charging consumers for add-on products. Most prominently, alternately or in
combination:

a. Mariner designs its loan origination process to minimize the chance that consumers
will notice the inclusion of add-on products in their loan documentation;
b. Mariner charges consumers for add-ons without ever mentioning them;
c. Mariner charges consumers for add-ons that consumers explicitly declined;
d. Mariner falsely claims that add-ons are mandatory; and/or
e. Mariner misleads consumers about the cost of add-ons.
This Complaint includes detailed examples from consumer interviews that illustrate these unfair,

deceptive, abusive and/or unconscionable acts or practices. Based on consumer interviews in a
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number of states, the Plaintiffs aver that Mariner is engaged in these unfair, deceptive, abusive,
and/or unconscionable acts or practices in every state in which it does business.

93. Nationwide, Mariner has charged consumers hundreds of millions of dollars in fees
and interest for hidden and unwanted add-on products.

94, In 2019 alone, Mariner charged consumers nationwide $121.7 million in premiums
and fees for add-on products. The average add-on premiums and fees was $364 per loan in 2020.
These figures exclude interest.

In Many Cases, Mariner Never Tells the Consumer About Add-On Insurance. In Some Cases,
Mariner Pitches Insurance on an Unrecorded, Unscripted Phone Call.

95. The first contact consumers have with Mariner is typically through the online
application or by applying over the phone. Mariner never provides information about add-ons to
consumers in its marketing or during the application process. Instead, the first time Mariner might
mention the add-on products is on an “approval call.”

96. The “approval call” is a telephone call that a branch employee makes to notify the
consumer of the loan terms for which the consumer is approved for the loan closing. The approval
calls are unrecorded and unscripted. Mariner does not have a policy of requiring its employees to
explain the add-on products to consumers on the approval call, and many employees fail to do so.

97.  Ininterviews, consumers recall being quoted monthly payment amounts that were
significantly lower than the payments they ended up being charged by Mariner. This is because,
on the approval call, some Mariner employees quote the monthly payment amount without any
add-on products. Then, at loan closing, the monthly payment amount is significantly higher
because the add-ons have been packed into the loan. Instead of providing a script for, or recording,
approval calls to ensure its employees properly explain the add-ons, Mariner looks the other way

when employees mislead consumers to reach the company’s lofty sales goals.
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98. On the “approval call,” the Mariner employee focuses the consumer on two
numbers: (1) the amount of cash that Mariner approved for the loan, and (2) the monthly payment
amount. Whether or not consumers are informed of the monthly price including the add-on
depends on the particular practices of individual Mariner employees.

99. One Pennsylvania Branch Manager said that her personal practice is to quote two
monthly payments on the approval call: one with no add-ons, and another with add-ons. Mariner
does not have a formal policy that requires this. Many consumers told Plaintiffs that Mariner never
mentioned insurance and thus did not give two payment quotes.

100. Buteven if some of Mariner’s employees do quote a monthly payment that includes
add-ons on the approval call, this practice hides the full cost of add-ons by focusing the consumer’s
attention on the much smaller monthly cost of add-ons.

101.  On the approval call, many Mariner employees simply offer the monthly payment
that includes add-ons. For example, a District Manager in Wisconsin explained in a May 2020
email how his team had been so successful in selling Auto Plus plans: “T advised my team that the
first quote given to the customer should include all qualified products, including a multi-year auto
plus plan.”?

102. In a similar example, one New Jersey-based Assistant Vice President instructed
New Jersey branch managers to pressure consumers, during the introductory “approval call,” into
agreeing to commit to a monthly payment amount that includes all add-on products. He explained
that ... the best way to offer is to make the initial quote payment with all products and then get
verbal buy in from the customer that they are ok with the payment before they ever come into the

office.”

2 Multi-year auto plus plans range from $380 (2 years) to $800 (5 years), excluding interest.
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I1. Mariner’s Rushed, Electronic Closings Deprive Consumers of the Chance to Read
the Documents and Notice the Hidden Add-On Charges.

103. The consumer harm caused by Mariner’s failure to properly explain add-ons is
compounded by its all-electronic closing process, where consumers are not given a meaningful
opportunity to read and understand the loan and add-on agreements, which typically consist of
more than 44 pages of small text written in legalese.

104. Mariner often schedules loan closings when the consumer is on the way to or from
work, when their time is limited, allowing Mariner to rush the consumer through the process.

105. At closing, Mariner brings the consumer into a small “closing room” or a cubicle
that has a computer screen mounted on the wall. For many consumers, the screen is too far away
and the text too small to read. For much of 2020 and 2021, Mariner had a clear 2 foot by 3-foot
glass shield that separated the employee and the consumer on the table, which further obstructed
the consumer’s view of the computer.

106.  When scrolling through the loan documents, Mariner exercises exclusive control
over the pace and movement of the computer’s displayed text of the insurance and loan agreement
terms up, down, or across the computer screen. Mariner employees control the mouse and scroll
through the pages quickly.

107. The Mariner employee pauses at more than a dozen signature and initial lines,
indicating where to electronically sign. Mariner allows consumers to momentarily use a digital
signature pad only to digitally acknowledge acceptance of the insurance and loan agreements.

108. As Exhibit A illustrates, Mariner buries the disclosures about the add-ons in the
middle of the flurry of electronic documents, knowing that most consumers lack the time and

financial literacy to read and understand all of the documents.
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109. Even if consumers had the time and financial literacy to read and understand the
terms and obligations contained in the insurance and loan agreements, consumers are not
simultaneously provided a printed copy of those documents (except perhaps the loan note) when
they are requested to digitally acknowledge them.

110. Numerous consumers reported that Mariner did not give them a chance to read the
documents at closing.

111. For example, one consumer reported that he was not close enough to comfortably
read the screen. He said, “I spent twelve years in the United States Army, so I usually like to read
through the things I am signing. I did not feel like I had the chance to read through the documents.”

112.  Another consumer stated: “While we were electronically signing the loan
documents by clicking ‘I agree’ on a signature pad, we could not see the loan documents at all.
[The Mariner employee] had the computer monitor facing him, and he did not give us any chance
to review or read the loan documents.”

113.  Another consumer said she was unable to “see everything [contained in the loan
documents] because [the Mariner employee] scrolled through it so fast.” According to the
consumer, the entire “process took between 10 to 15 minutes.”

114.  Another consumer reported he was “unable to follow along with the document,” as
it was being described to him on a computer monitor and at “the end was told where to initial.”
The consumer reported that his loan closing “was very quick,” and that he “finished reviewing the
document[s] in 8 to 10 minutes.”

115.  Another consumer reported that the Mariner employee at closing went through the
documents and summarized what they said, but that the consumer had “no chance to actually read”

them and was “in and out in within 10 minutes.” The consumer additionally reported that the
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process did not include enough time to look over the paperwork and that it was “like you have to
hurry up and get out.”

116. Yet another consumer indicated that when a Mariner salesperson reviewed loan
documents with her, “[t]he loan documents were on the computer screen. The salesperson did
everything. They clicked everything and I just signed. I did not read over the paperwork. I wasn’t
given the time to sit and read it.”

117.  Even though Mariner’s 44-plus page closing packets include disclosures about add-
products being optional and costing extra, nearly every consumer interviewed who was charged
for add-ons (more than 60 people) told the Plaintiffs that they did not know about the add-ons (or
did not know they cost extra). Consumer interviewees were nearly unanimous in saying that they
would have declined the add-ons if they had known the information contained in the disclosures.

118. Indeed, in every state where the Plaintiffs have interviewed consumers, the vast
majority of consumers told the Plaintiffs that they did not know about the add-ons (or did not know
they cost extra). Mariner’s business model and policies are, with minor exceptions, the same in
every state where it does business. Therefore the Plaintiffs aver that Mariner is charging consumers
for hidden add-on products in every state where it does business. Since Mariner often lends to
consumers who reside in neighboring states, Mariner’s unlawful conduct also impacts the residents
of many states where Mariner does not have brick-and-mortar locations.

119. In some instances, Mariner employees do not even have the customer provide
electronic signatures. Of the 36 consumers interviewed by the Commonwealth who were charged
for add-on products, three consumers (8 percent) said that the Mariner employee filled in all the
signatures at closing. According to one of these consumers, the Mariner employee told her that

“because of COVID” the consumer had to give verbal consent and the employee would click the
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signature pad. Another customer said the Mariner employee signed all of his paperwork at the front
counter.

120. Mariner headquarters has been aware that Mariner employees sometimes sign for
customers since at least May 2021.

121.  Mariner’s policies and procedures do not require employees to provide consumers
with paper copies of the loan documents, other than the 3 page loan note. Mariner does not track
whether it gives a consumer a printed copy.

Mariner Requires Its Employees to “Always” Offer Every Add-On.

122.  Formal corporate policy and daily reminders from executives and branch-level
managers require Mariner employees to “offer” all eligible add-ons, for every loan, to every
consumer, without exception.

123.  This policy is featured prominently in the first pages of Mariner’s employee
training curriculum and is one of the first corporate rules on which employees are instructed.
“Always offer all products that the borrower is eligible for” even when the consumer does not
request or need such products.

124. In many cases, Mariner employees “offer” these products by including them in the
loan without any prior consent from the consumer.

125. “Offering” add-ons in this manner leaves consumers with either: (A) no awareness
of the products, or (B) the false impression that the products are mandatory.

126. To demonstrate compliance with this policy, Mariner employees are required to
save a copy of the “payment calculation” screen in the loan origination system, showing the terms

of the consumer’s loan with every add-on product packed in.

26



Case 2:22-cv-03253 Document 1 Filed 08/16/22 Page 30 of 104

127. In New Jersey, for example, Mariner has an explicit policy to always offer Credit
Involuntary Unemployment Insurance and Credit Property Insurance to “all eligible customers”
even if the consumer had not requested such products.

128. In addition to formal corporate policies, management at both the executive and
branch levels of the company constantly monitor and aggressively pressure Mariner employees to
offer all add-on products at every conceivable opportunity.

129. At the executive level, for example, a Mariner Vice President emailed all of the
employees in his region—Pennsylvania, New Jersey, and New York—and accused the branches
of not doing enough in “... Offering ALL Products to ALL customers ALL the time.”

130. In another example, one New Jersey Branch Manager explained in an email that
one of “the best way [sic] to steadily increase revenues over time,” includes presenting all add-on
products on every loan. The branch manager reiterated the Mariner-wide policy that “[i]nsurance
must be presented on all loans ....”

Mariner Misrepresents the Extent of Protection Provided by the Insurance and Add-ons.

131.  Even when Mariner employees do mention the add-ons, they do so using
misleading language that exaggerates their benefits. One Pennsylvania District Manager told the
Commonwealth that, in his district, Mariner typically describes a loan with all potential add-ons
as “fully protected.” In his emails to his employees, he directs them to make “[f]ully protected
payment calculations for every customer.” When his employees are trying to sell insurance, they
misleadingly describe a monthly payment with insurance as “fully protected.”

132.  The phrase “fully protected” is misleading to consumers in several ways.

a. First, calling a loan payment “fully protected” could lead the consumer to

believe that the credit life, disability, and unemployment insurance covers all possible
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reasons for death, illness, job loss, etc. In fact, the insurance policies have a disability
waiting period and many exclusions and limitations that make them far less than “fully”
protective. These exclusions are buried in the fine print, and Mariner does not meaningfully
discuss them with customers, if it discloses them at all.

b. Second, “fully protected” implies that without Mariner’s insurance, a
consumer will somehow be unprotected. In fact, many Mariner customers already have
life, disability, or casualty insurance and do not need Mariner’s duplicative policies. When
deciding what add-ons to offer, Mariner does not take into account what insurance a
consumer already has.

C. Third, Mariner calls a loan “fully protected” in reference not only to credit
insurance but also to non-credit insurance products which do not “protect” against
delinquency.

d. Fourth, even some of the credit insurance products that Mariner charges
consumers for do not “protect” the payment: credit property insurance merely insures the
consumer’s personal property, which (unlike income) is not a source of funds for the
consumer to repay the loan. Mariner does not repossess personal property when consumers
default on the loan, so the loss of a consumer’s personal property has no bearing on whether
the loan is “protected” from default. Like the AD&D insurance (infra at para. 184), the
property insurance provides almost no value to consumers. Mariner customers are unlikely
to make a claim against credit property insurance, which covers the consumer’s property
that Mariner lists as collateral for the loan. Nationwide, Mariner charged 79,834 consumers
$18.9 million for credit property insurance in the year ending July 31, 2020. Only 234

consumers were paid a total of $557,000 in claims.
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133.  “Fully protected” is also used for internal communications: an email from a Mariner
Senior Vice President (SVP) directed all Mariner North Branches to “[s]trive for secured, fully
protected loan packages to all eligible customers.” (Emphasis Added).

134. Similarly, a Mariner Vice President described consumers who did not buy credit
insurance or other add-on products as “unprotected” and therefore potential upsell opportunities.
“They are ALL Unprotected and [that] gives you an opportunity to provide Superior Customer
Service by Offering All of our Coverages!”

Mariner Has Known About the Insurance Packing for Years
and Has Done Nothing to Stop It.

135.  Mariner has known for years that its employees were failing to disclose the
ostensibly optional nature of the add-on products.

136. Yet the company has made few changes to its policies or practices to protect
consumers. As a result, the insurance packing has continued unabated.

137. As mentioned above, most of Mariner’s calls are not recorded or scripted. But
Mariner does script and record a small portion of its calls: the loan by phone closings. During the
COVID pandemic, loans by phone grew significantly. For example, in April 2020, Mariner made
over 7,000 loans by phone, comprising nearly 35% of Mariner’s loans nationwide.

138. Loan by phone closings were generally done by the branch personnel that the
consumer would have dealt with in person if not for COVID.

139. Even on these loan by phone closings that employees know are scripted and
recorded, Mariner has observed widespread misleading practices by its branch employees.

140. For example, on May 18, 2021, a Mariner Vice President in the Pennsylvania area

sent an email to the District Managers of Region 4 that said, among other things:
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[T]The company is seeing a huge spike in employees not disclosing our Insurance

Products as “Optional.”

I was amazed to learn it was nearly 50% of all loan closing [sic] observed. THAT

IS UNBELIEVABLE TO ME.

I am not a betting man, however if I were I would bet it is occurring right here in

our branches as well.

141. The District Manager for District 515 (a Pennsylvania district within Region 4)
forwarded this email to his Branch Managers, with a note that said:

We have been over this several times in each branch... [sic] Please make sure after

the note, that your people are reading the optional insurance section prior to go [sic]

over the insurances. I have been going over this for months and still find issues.

Please make sure we eliminate these issues ASAP.

142.  The reason Mariner’s District Manager for District 515 is still seeing insurance
packing is simple: Mariner executives and managers talk out of both sides of their mouths in
communicating with employees. On the one hand, this District Manager sends an occasional email
instructing employees to “read[] the optional insurance section” to consumers at closing. On the
other hand, as described below in paragraph 182, he sends his employees daily reminders that they
should average at least $200 per loan in AD&D and Auto Club charges (not including interest)
and offer every customer every add-on. And Mariner’s compensation model incentivizes
employees at all levels to maximize add-on charges.

Mariner Obtains Beneficiary Names Under False Pretenses.

143. In order to fill out the life insurance and AD&D policy applications in

Pennsylvania, Mariner’s employees must obtain the names of one or more beneficiaries for the

consumer. Mariner’s employees have obtained these beneficiary names under false pretenses in

order to complete the applications while still keeping the add-ons hidden from the consumer.
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i.  Obtaining Beneficiary Names Under False Pretenses: Consumer Example 1

144. For example, a consumer refinanced his $3,837 loan balance at 26.63% APR in
December 2020 in order to obtain $500 in additional cash. Despite never telling this consumer
about add-ons, Mariner charged him $951 in premiums and $551 in interest for three hidden add-
ons. For every $100 in additional cash that he borrowed, Mariner charged him 3300 in add-ons.

145. Mariner asked for the consumer’s daughter’s name under false pretenses so that it
could list her as the beneficiary on his life insurance policy. He said Mariner had asked for his
daughter’s name as an emergency contact or someone money could be disbursed to or if something
happened to him and Mariner needed to reach his family. Mariner did not tell him it wanted to list
her as a beneficiary on an insurance policy.

146. This consumer reported that he would not have purchased add-ons if Mariner had
told him about them because he already had homeowners and life insurance.
ii.  Obtaining Beneficiary Names Under False Pretenses: Consumer Example 2

147. A repeat Mariner customer came in for a new loan. He told Mariner he did not want
any insurance products because he had coverage through his employer.

148. Mariner told the consumer that he needed to provide the name of someone to be
responsible for the loan in case something happened to him, or he didn’t pay. He assumed this
meant that Mariner wanted a co-signer and therefore he provided his girlfriend’s contact
information.

149.  On the loan documents, instead of listing the consumer’s girlfriend as a co-signer,
Mariner listed her as the beneficiary for a life insurance policy that the consumer did not ask for

and did not want.
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Mariner Fails to Disclose Mandatory Add-On Charges as Finance Charges, as Required by the
Truth in Lending Act.

150.  Asdescribed herein, Mariner charges many consumers for add-on products without
their knowledge. Some consumers are completely unaware of the add-ons. Others think they are
free. Others think they are required.

151.  Under the TILA and Regulation Z, the add-ons constitute a “finance charge”
because Mariner requires many consumers to pay for them “as a condition of or an incident to the
extension of credit.” 12 C.F.R. § 1026.4(a)(1)(i). As described above, Mariner requires the add-
ons by either charging the consumer without the consumer’s consent or by telling the consumer
falsely that the add-ons are required or free.

152.  Under TILA and Regulation Z, Mariner may only exclude credit insurance
premiums from the finance charge if “[t]he insurance coverage is not required by the creditor.”

153. However, Mariner does not disclose the add-ons as part of the finance charge.
Rather, it counts them as part of the amount financed. As a result, for many consumers, Mariner
fails to disclose the finance charge and annual percentage rate, in violation of Regulation Z, 12
C.F.R. § 1026.18(d), (e).

154.  Moreover, even in instances when the consumer is not required to buy the add-on
product, Mariner uses deceptive language within the loan agreement that obscures the charges for
the add-on products. Mariner’s standard “Note, Security Agreement & Arbitration Agreement”
(“Loan Note”) obscures from the consumer charges related to its Auto Club and AD&D Insurance
products by deceptively characterizing the expenses as “Cash to Borrower(s),” rather than, as it
does with the other add-ons, itemizing the cost of Auto Club and AD&D separately in the

“Itemization of Amount Financed” section of the Note.
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III. Mariner Deceives Consumers by Failing to Disclose the Substantial Commissions
It Retains on the Premiums It Charges Consumers for Insurance Add-Ons.

155. As described herein, Mariner’s rushed closing process prevents consumers from
reading the written disclosures and noticing the add-on charges.

156. But even if a rare consumer manages to read the Loan Note, Mariner further
deceives the consumer by stating in its written disclosures that the premium charged for each
insurance product Mariner adds to a consumer’s loan is paid to “To Ins. Company” when, in fact,
Mariner deducts and retains for itself a substantial portion of the premium for each insurance add-
on product as a commission.

157.  In the fine print “Itemization of Amount Financed” on the first page of each Loan
Note, Mariner lists the premium charged for each insurance product added to the loan and states
that the premium for such products is paid “To Ins. Company.”

158. Next to that statement, Mariner includes an asterisk which refers the consumer to a
deceptive caveat in fine print stating, “[w]e or our affiliates may receive benefits from your

purchase of these items.” (Emphasis added.)

Itemization of Amount Financed
1.5 582916 Net Balance-Prior Account

2% 9226 Plus Accrued Interest
3.$_ 521979 Unpaid Balance-Prior Account
4% 27270 To Ins. Company for Life Ins.* At your direction and request, on your behalf and for your benefit, we will
5% 41458 To Ins. Compa.uy for Dis. Ins.* disburse the following (including any items described on Schedule B):
6.% NONE To Ins. Company for Property Ins.* a)$__ 1,500.00 To _
7.8 NONE To Ins. Company for Non-Filing Ins.* b)$ NONE _To N/A
3% 62342 To Ins. Company for Invol. Unemp. Ins.* s NONE To N/A
9.3 NONE To Ins. Company for Single Interest Auto Ins.* d)$ NONE To N/A
10.% NONE To us for GAFP Contract® c)$ NONE _To N/A
11.% NONE To Public Officials for Recording Fees N NONE To N/A
128 1,500.00 Cash to Borrower(s) AR NONE To N/A
13.%___ 8.03049 Amount Financed (Sum of 3-12) h)$ NONE To N/A
*We or our affiliates may receive benefits from your purchase of
these items.

159. Mariner’s statement that the premium is paid “To Ins. Company” is false because

Mariner only pays a portion of the premium to the insurer.
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160. Under its Producer Agreement with each insurer, Mariner keeps or a substantial
portion of the premium charged for each insurance product, ranging from 21% to 75% of the net
written premium amount depending on the add-on product and the state in which Mariner is
making the loan.

3

161. Mariner’s inadequate disclosure to the consumer that it or its affiliates “may”
receive benefits from the amount charged for credit insurance is also deceptive because it
contradicts Mariner’s statement that the entire premium amount is paid “To Ins. Company.”

162. The inadequate disclosure further misleads consumers by stating that Mariner
“may” receive benefits when Mariner knows it is contractually entitled to receive a substantial
commission on each insurance product.

163. For example, the itemization of amount financed for one consumer stated that she
paid a total of $1,746 in premiums for credit life, credit disability, and involuntary unemployment
insurance “To Ins. Company.” Of that amount, however, $739 was retained by Mariner in
commission, without written disclosure to the consumer.’ The remaining $1,007 was the true price
of the insurance premiums actually paid to the insurer.

164. Similarly, the itemization of amount financed for a different consumer stated that
he paid Mariner a $227 premium for credit property insurance which, according to Mariner’s
written disclosure, was all paid “To Ins. Company.” In fact, Mariner retained a $148 commission

under its Producer and Commission Schedule for loans made in Washington, totaling 65% of the

premium amount that Mariner itemized and described as going to the insurer.

3 The commission breakdown was $144 for credit life ($361 premium at 40%), $221 for credit
disability ($552 premium at 40%), and $374 for credit IUI ($831 premium at 45%), for a
commission total of $739.
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165. As a result of Mariner’s failure to disclose, in the itemization of amount financed,
the commission it retains on each insurance product it sells, the portion of the amount financed
paid “To Ins. Company” is inaccurately stated and the true price of the credit insurance—after
deducting the commissions Mariner retains—is hidden from consumers.

IV.  Mariner Employees Mislead Consumers Because Their Supervisors and
Headquarters Set High Sales Goals and Pit Branches Against Each Other with
Incentive Compensation.

Mariner’s Compensation System Incentivizes Field Employees to Pack Insurance.

166. Mariner has more than 1,500 employees in the field. Its compensation system
strongly incentivizes these field employees to maximize add-on charges because this increases the
size of each individual loan. Like the rest of its policies that underlie the unlawful conduct
described herein, the compensation system applies in every state where Mariner does business.

167. The targets Mariner sets for its employee bonus program can be met in one of two
ways: making more loans, or making bigger loans by charging consumers for more add-ons per
loan.

168. From at least 2016 until April 2020, when Mariner modified its compensation
program, employee (and manager) bonuses were heavily tied to a metric called “new cash,” which
included not only monthly cash loaned out but also financed add-on charges. The use of this metric
put significant pressure on employees (and their managers) to maximize the loan size.

169. Inturn, Mariner employees had a powerful incentive to maximize add-ons on every
loan. Although the maximum loan size that a consumer qualified for under Mariner’s underwriting
standards excluded the add-on charges, the value of the add-ons counted toward an employees’
“new cash” amount. This means that a consumer who had been approved to borrow $2,000 in cash

could be booked for a $2,700 loan if the Mariner employee added $700 in add-on charges. Until

35



Case 2:22-cv-03253 Document 1 Filed 08/16/22 Page 39 of 104

April 2020, this additional $700 would have a direct impact on the “new cash” component of
employees’ quarterly bonuses.

170.  Even after the April 2020 change, Mariner still allows add-ons to be added on top
of a loan that is at the maximum size allowed by underwriting. Thus Mariner lends above a limit
set by its own underwriting standards, making it more likely consumers will be unable to afford
the loans and forcing more consumers into refinancings.

171.  After April 2020, add-on premiums and fees are not included in the “loan amount”
component of the quarterly bonus program. However, even after that policy change, Mariner
branch employees are still under pressure from their superiors to maximize loan size and add-on
charges, as shown by emails below.

172.  Moreover, even if Mariner excludes add-on charges from “loan amount” for the
quarterly bonus metrics, add-on charges remain a key factor in how Mariner measures its overall
growth and profitability. Indeed, a slide deck for an August 2021 Board of Directors meeting has
a slide entitled “Direct Loan Source of Business Key Metrics.” One of the four “key metrics” is
Net New Cash per Loan, which includes add-on charges.

Managers Have Even Stronger Incentives to Maximize Add-On Charges.

173. Managers (Branch Manager and above) have even stronger incentives to maximize
loan sizes and add-on charges because their annual bonuses are tied to their branches’ loan growth
and return on assets (ROA). Both these figures are impacted by add-on charges and the interest
that results from add-on charges. ROA is calculated using the following formula: ROA = (revenue
— [charge offs + expenses]) / average net receivables. Charges for add-on products can positively
impact ROA because add-on charges and interest are counted as part of revenue, and credit

insurance can reduce charge offs.
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174. To receive an annual bonus, a Branch Manager must meet or exceed a yearly ROA
goal and the branch must be in the top 40% of ROA 1n its peer group.

175.  This requirement that a branch be in the top 40% pits branches against each other.
This competition between branches is something that Mariner headquarters directs the District
Managers to remind branch employees about on a daily basis.

176. In an email on May 12, 2021 sent to all of his district employees, a Pennsylvania
District Manager strongly emphasized the ROA metric:

For the month The 515 [region] posted an ROA of 8.17% with a bottom line income

of $218,363 with 6 of 7 branches North of 7% and 3 above 10%... YTD we fell

under 10% and now sit at 9.55% with a Net Profit of $1,031,110. Very solid start

to 2021!!!

Always remember, Loan volume triggers everything!!! It increases Net Interest

Income which is the fastest way to increase your ROA... It gives you a chance to

sell more Credit and NON Credit Insurances, which also have a tremendous impact.

177. The District Managers’ annual bonuses are tied directly to the Branch Managers’
annual bonuses, which means they too have a strong incentive to maximize add-on charges within
their districts. The VPs to whom the District Managers report, and the SVPs to whom the VPs
report, also have incentive compensation that motivates them to maximize the loan sizes and add-
on charges within their regions.

178. Mariner ties a significant amount of employees’ compensation to quarterly
performance goals. Non-managerial employees, who handle the bulk of Mariner’s loan closings,
can earn quarterly bonuses worth up to 20% of their salaries. In the first quarter of 2021, the
average quarterly bonus for non-management employees was $1,038, and the maximum payout
was $4,459. Of all eligible employees, 92% received a quarterly bonus.

179. Branch Managers and their superiors can also earn quarterly and annual bonuses

worth thousands of dollars. In Q1 2021, the maximum quarterly bonus for Branch Managers was
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$6,800 and the average was $1,338. Ninety-five percent of Branch Managers qualified for the
quarterly bonus.

180. District Managers receive quarterly and annual bonuses that are tied to the
performance of their Branch Managers. In Q1 2021, 99% of Mariner’s District Managers qualified
for a quarterly bonus averaging $3,789. The maximum District Manager guarterly bonus was
$11,348. In 2020, a Pennsylvania District Manager could have received up to $63,000 in annual
bonus, which is 50% of the sum of seven Branch Manager bonuses.

181. Thus, all of Mariner’s consumer-facing employees—managers and non-
management employees—are highly motivated to meet the targets that Mariner attaches to its
bonus programs.

Mariner Managers Aggressively Push Employees to Sell the Most Profitable Add-Ons with
Explicit Sales Goals.

182.  Mariner’s District Managers are expected to send daily emails to all of their branch
employees, drawing attention to key profit measures that are selected by headquarters. The daily
email contains, among other information, the latest numbers for the most profitable add-ons: non-
credit products (e.g. AD&D and Auto Club). Mariner headquarters does not provide a script for
the daily email, but it does give (via Vice Presidents) the District Managers direction on the metrics
that the email should focus on. These metrics are periodically updated.

183. Mariner headquarters also provides District Managers with certain goals that are
then pushed out to their employees in the daily emails. For example, in Pennsylvania Region 4,
Mariner set a goal of averaging $200 per loan for “ancillary” charges, which (in Pennsylvania)
refers only to AD&D insurance and Auto Club. This goal does not include the additional interest

that AD&D premiums accrue.
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184. Charging consumers for AD&D without their knowledge is particularly harmful
because Mariner customers are highly unlikely to receive any claim payments from an AD&D
policy: from August 2019 to July 2020, Mariner charged 53,028 consumers $12.3 million for
AD&D, but only 33 consumers received a total of $673,000 in claim disbursements. One reason
there are so few AD&D claims is that AD&D excludes many leading causes of death and disability
(disease, suicide, drug overdoses, military service, alcohol, pre-existing conditions) that are
covered by typical term life and disability policies.

185.  The $200 per loan ancillary sales goal in Region 4 was in place from at least July
2020 to July 2021. Upon information and belief, other regions had similar ancillary sales goals.

186. One Mariner Vice President, expressing frustration and dissatisfaction over lower
than expected add-on sales for one New Jersey branch, stated in an email to the branch manager
that: “[y]ou’re [sic] A&H and IUI Credit Products are down and shouldn’t be?[sic] ... This must
improve immediately. I want you to review each Quote prior to Approval/Funding and assure we
are offering ALL eligible Products to ALL customers ALL of the time. Let’s get those products
back on track!”

187. The following excerpts are from daily emails sent by a Pennsylvania District
Manager to the employees of the seven branches in his district. The emails rank the branches on

several different metrics, and they rank employees as well.

May 2, 2021:

WE WILLL [Sic] OFFER 100% OF OUR PRODUCTS TO EVERY CUSTOMER
100% OF THE TIME. Team Reading led the way with $1,299 in Ancillary Sales,
they were followed by Team Wilkes Barre with $1,020, Team Bloomsburg $840,
Team Pottsville $558, Team Pittston $390 and Team Dickson City $199. MTD
[month to date] we are at $210 per loan, GREAT JOB!!! .. Now to stay above
$200/loan... ... Team, We are to be offering to every customer every time...Keep
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the focus .....We need to get to $200 per loan in every branch as we start to raise
the bar . . ..

May 4, 2021:

Top 5 Ancillary April

1) [Employee name redacted] $7,870
2) [Employee name redacted] $6,381
3) [Employee name redacted] $6,120
4) [Employee name redacted] $4,981
5) [Employee name redacted] $4,980

Team, the bottom line #’s for 2021 start at LPE [loans per employee], minimum
2 DACC [auto title loans] per month and $200/loan in Ancillary... It starts with 2
apps daily, following the DACC process, BM [Branch Manager] involvement and
(Emphases in original.)

May 12, 2021:

AREAS to Drive Income: . .. 3) Credit and Non Credit Insurance- Added income
but also protects your customer which protects your balance.

188. At the individual branch-level, Branch Managers also encourage their employees
to hit high sales goals for add-ons. In one example, a New Jersey Branch Manager suggested
that to improve the total number of add-ons sold in his branch, “[e]ach employee [meet] a
monthly goal in auto plus [sales], and everyone understand the importance of hitting that goal.”
This branch manager also took the additional step of “creat[ing] a board so everyone [will] know
where they are at as far as insurance sale and auto plus [goals].”

189.  Insum, Mariner employees face constant pressure from their managers to sell more
add-on products. Each branch’s add-on sales numbers are compared via email to the other
branches, and individual employees’ numbers are also emailed around to the whole region for

everyone to see.
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190. Finally, in addition to providing strong financial incentives to sell more add-ons,
Mariner punishes employees for failing to sell enough add-ons.

191. Mariner has placed numerous Branch Managers in multiple states on formal
performance improvement plans (PIP) for failing to meet its performance metrics, including those
related to add-on charge targets. For example, in September 2019, a Branch Manager was put on
a PIP for, among other things, failing to meet expectations for loan originations, specifically
because the branch was not producing at minimum a $7500 overall ancillary product volume per
month. (emphasis added).

192. In a March 2020 PIP, an employee was cited because the branch’s ancillary sales
were below the minimum of $100/loan. The employee was instructed to “offer optional products

299

to all consumers that ‘qualify’” without further explaining what constitutes eligibility.

193.  Additionally, an employee was placed on a PIP for failing to meet the expectation
of $100/1oan for all Auto Club enrollments. This employee was directed to “include the auto club
cost in the overall quote.”

V. Mariner’s Board and Top Executives Are Directly Involved.

Mariner’s Top Executives and Board of Directors Receive Regular Updates
on the Company’s Add-On Revenue and Initiatives.

194.  Mariner headquarters closely monitors the sales of add-ons using a “Monthly
Insurance Business Review” slide presentation and other reports. The monthly review is sent to its
President and CEO, Joshua Johnson, its COO, James Schneider, and its CFO, Mark Keidel. These
slides track credit insurance trends and non-credit add-ons on a “dollars per loan” basis. For the
month of March 2020, the highest insurance sales on a dollars per loan basis were, among Plaintiff
States: Pennsylvania ($528), Utah ($440), Washington ($389), and New Jersey ($300). Of course,

these numbers do not include the additional interest attributable to insurance charges.
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195. The Monthly Insurance Business Review tracks month-to-month changes down to
the state level. For example, the August 2020 Review slides note changes in insurance sales:
e Large decrease [in credit insurance sales] due to change from Securian
feature forms sold in July to LOTS [Life of the South] products sold in
August

e  State did a good job mitigating the loss with Non Credit sales
e  Sales should stabilize in September

The comment that Mariner’s branches in this particular state “did a good job mitigating the loss
with Non Credit sales” suggests that Mariner headquarters views the add-on products as fungible.
Mariner does not care which kind of add-ons its branch employees charge consumers for, as long
as they reach or exceed their add-on sales and revenue goals.

196. Mariner’s COO, to whom all the field employees and their chain of command
report, emails regular updates on financial results to his fellow executives, including the CEO. For
example, on Friday, April 9, 2021, he sent an email with the subject line “April MTD” (month to
date). Among other things, the email said:

Following a slow start last week, things have been picking up the past few days —
hopefully a sign that the stimulus checks and their negative impact on consumer

demand (and our lending efforts) are behind us! . . . Sales of non-credit and credit
products at/near all-time highs at $104.16 and $298.24 per unit respectively —
NICE!

(Emphasis added.)

197. Mariner’s executives are well aware that Mariner itself collects most of the claims
on the insurance policies. For example, according to the Monthly Insurance Business Review
slides, in December 2020, Mariner made $1,341,594 in claims against credit insurance policies.
By comparison, Mariner consumers nationwide received only $243,621 in claims that month. This
compares to $11.2 million in add-ons (not including interest) that Mariner charged consumers on

loans originated that month.
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198. The push to maximize loan size is a goal that Mariner’s highest executives and
Board of Directors from Warburg Pincus LLC explicitly set for themselves. In an August 2021
Board of Directors slide deck, a slide entitled “The State of Mariner Finance” lists one of the
Opportunities as “Maximizing loan size opportunities in our credit grades and online lending.”
The Board of Directors deck also includes, as part of the Q2 2021 P&L, Insurance Income of $9.2
million (up from $7.9 million in the prior year but less than the $10.0 million in the Plan).

199. Mariner’s SVP for insurance is so focused on maximizing revenue from add-on
products that he told the CFO in a September 2020 email with the subject line “RE: Insurance
Income by State” that Mariner should research what add-on products it can sell in a state to help it
decide whether to expand into that state. He wrote: “we don’t have Legal identify products until
we identify the state (for expansion). Should probably be the other way around.”

200. Mariner headquarters emphasizes the importance of add-on product sales to
profitability in its communications with its managers in the field. In an August 2021 Field
Leadership Meeting, a Mariner executive presented a slide on “State Profitability Analysis” that
says, in part, “we will need to continue to emphasize Optional Product sales as a way to offset the
inevitable increase in Cost of Funds rates” (emphasis added).

201. Inan email to the heads of all four of Mariner’s Regions, the COO attached a report
on sales of Auto Plus, broken down by branch, district, and divisions. He wrote:

I'hope you are all using the attached report to recognize your top producing districts

and branches, and coaching/training the low/non-producers. . . . Please be sure to

take advantage of the FIMC [Auto Plus provider] sales team and their resources to

get the low producers trained up and selling. No room in our new “lean and
mean” organization for non-producers. Accountability starts today.

(Emphasis added.)
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Mariner’s CEQO is Personally Involved in Expanding the Company’s Add-On Offerings
and Increasing Add-On Revenues.

202. Mariner’s CEO was personally involved in reviewing FIMC Home & Auto, a new,
more expensive add-on that Mariner began offering in 2020. Mariner’s top executives met with
the FIMC CEO about this product in September 2020. FIMC’s presentation to Mariner was entitled
“New Revenue Opportunities” and said “FIMC Can Help You Maximize Revenue” (emphasis in
original).

203. The slides that FIMC sent Mariner’s CEO and other top executives estimated that
the new add-on product would increase Mariner’s commission revenue by about $2.8 million
annually because the retail price (and commissions) range from $330 to nearly $1,200, up from
the previous product’s price of $200 to $800:

Home & Auto Conversion Opportunity

+ We estimate Mariner’s commission revenue will increase by +34% by converting Auto Plus
to Home & Auto. This would generate an additional ~$2.8M in commission revenue.

+ Assuming 100% flow through of H&A commission revenue, and not including the benefit
of incremental interest expense, that results in incremental $2.8M in cash flow every year
for Mariner.

Mariner Product Conversion from Auto Plus to Home & Auto

Baseline 2019 Praforma Run-rate

i %of | AutoPlus | | i %of ] H&A | { N'::';:T:?::“
Tem | Auto H&A Net | Retail | NetCAR |  NetSales  Auto HE8A Net | Retail | NetCAR | WA

i Units Price : : Units i Price: £ 53 i Convatsion
1 Year 54% 1% 55% $199.95 | 9.7% $6,090k | 11% 44% 55% $32995 | 97% | $3,142
2 Year 24% 0% 2% | $37995 | 43% | $4975k 1 5% 20% 24% | 549995 | 43% | 51,242

] ] ] ] ]

3Year | 16% 1% 17% | $499.95 | 30% |  $4,263K 3% 14% 17% $509.95 | 3.0% 662K
SYear | 3% 0% 3% $799.95 | 0.6% $1,308K 1% 3% 3% : $1,09595 | 06% $518K
Total 98% 2% 100% s2870 | 17.6% $16,636K  : 20% 80% 100% $384%) | 17.6% :  $5,564K

Note: (1) Refers to blended net average price per unit. Net of Impact of renewals and cancellations.
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The FIMC slide notes that this potential added commission revenue does not include “the benefit
of incremental interest expense.”

204. In October 2020, Mariner’s Senior Vice President responsible for add-on products
emailed the CEO regarding the introduction of Home & Auto in Kentucky. He said the “Goal is
to increase overall sales with a product that provides good value to the consumer and then consider
the product for other states based on the test.”

In Marketing the New, More Expensive Add-On Products to Consumers, Mariner Deliberately
Conceals the Price.

205. As described above, Mariner does not tell consumers the price of add-on products
until the consumer is set to close on the loan and, even then, the price is buried in many pages of
fine print. This is intentional and directed by Mariner’s executives at the most senior levels. In
May 2020, the SVP responsible for add-on products received an inquiry about a marketing email
to be sent prior to closing to certain Mariner borrowers about the FIMC Auto Plus plan. The
marketing person asked, “Do we want to include any cost information in this email?”” The SVP
responded, “Short answer is, no.” Mariner leaves the cost information out of the marketing email
because disclosing the high cost will make the consumer more likely to notice and reject the add-
on product.

206. Some consumers asked to see information about Auto Plus before deciding whether
to buy it. But until at least late June 2020, Mariner senior executives prohibited employees from
sending that information to consumers—even though Mariner had a trifold brochure in the
branches that it could have emailed.

207. Without any cost information in the marketing email or a brochure on what the

product covers, consumers cannot make an informed decision on whether to buy a product.
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Mariner Headquarters Deploys a “Focus Team” to Help Branches Increase Insurance Sales.
208. In 2018, Mariner established a Focus Team that travels around the country to help
branches become more profitable. One priority for the Focus Team is increasing the sales of add-
on products. The Focus Team prepares a monthly “Impact Report” that summarizes sales increases
in branches it recently visited.
209. For example, in a December 2019 “Impact Report,” one slide touted improvements

in add-on sales in a particular branch:

Improvements over November
» Optional products increased by 85%

» Credit insurance increased 61%

» Non-Credit insurance increased 171%
» Direct loan growth improved by 65k

The slide for each branch visited provides a detailed chart that breaks out the total volume of credit
and non-credit insurance sales and average insurance sales per unit.

210. In November 2019, this branch’s average add-on charges per loan was $396.
Thanks to Mariner headquarters’ Focus Team’s visit in November, the branch nearly doubled add-
on charges—to $721 on average (or over $1,000 with interest) in December 2019.

211. In March 2020, a Focus Team visited a Pennsylvania branch and wrote,
“Penetration remains steady, but does leave opportunity for improvement in most all products.”
Under Next Steps, the Team wrote, “All staff to work up all loans for largest possible deal. Utilize
DACC [auto secured loan] worksheet to present, and overcome objections” (emphasis added).

Mariner’s Compliance Management System Is Woefully Inadequate.
212.  Mariner’s compliance management system is woefully inadequate. Despite

knowingly charging consumers for insurance without their consent for years, Mariner does not
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provide its employees with scripts for marketing and approval calls. Nor does Mariner permit its
employees to email customers, which would create a written record. Nor does Mariner record
phone calls so that it can monitor its employees and verify what consumers were told when they
complain about insurance charges.

213. Banks and other consumer lenders make it a standard practice to record every single
call. Yet despite having the technological capability to record calls since at least March 2020,
Mariner has refused to implement this practice except on loan by phone closings.

214. Even when they know they are being recorded, Mariner employees still fail to
disclose and describe the add-on products it is packaging with the consumer’s loan. In May 2021,
Mariner discovered that in “nearly 50% of all loan closing observed” for loans by phone, the
employee failed to describe the add-ons as optional.

215.  When Mariner does disclose the add-on products as optional, consumers often
decline them. Penetration rate data suggests that Mariner employees have a harder time charging
consumers for add-ons when they are on a (purportedly scripted) recorded phone closing than they
do when they have an unscripted closing that is not recorded: in April 2020, Mariner charged
consumers for at least one add-on on 72% of loans by phone, compared to 81% of in-branch loans.

VI.  Mariner Engages in Other Harmful Practices to Maximize Add-On Charges.

Mariner Mails Hundreds of Thousands of Unsolicited “Live Checks” to Consumers Each Year,
Exposing them to Identity Theft Risks.

216. Mariner acquires half of its customers with its Loan by Mail (LBM) program, using
prescreening of consumer files from a consumer reporting agency. Mariner mails live checks made
out in targeted consumers’ names, with loan terms on the back. If a consumer or someone who
intercepts the consumer’s mail cashes an LBM check, Mariner opens a loan in the consumer’s

name. A true and correct copy of an LBM solicitation is attached and includes the following:
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TO000 1 ****AUTO**MIXED AADC 390

LI | (LU TR U T O T TETR R (T UL Money when you need it most
naaster, 4934

Dear IS
You have been selected to receive extra money from Mariner Finance! The attached check is real It
represents aloan for you to use for whatever purpose you choose. Simply sign the back of the check and
deposit it in your bank account, or cash it today!

Why cash this check?

Use this money for auto repairs, home improvements, or for any purpose you choose! Once you depaosit this
check youll receive a coupon booklet in the mail confirming the due dates and monthly payments. The Loan
Agreement and Disclosure Statement are on the reverse side of this letter. This letter and the Loan Agreement
and Federal Disclosure Statement are your Statement of Contract. Keep it for your records. The check is good

for 30 days. The estimated Loan Date is 1/23/2015 and the estimated Maturity Date is 05/23/2018 So,cash it
today and enjoy the benefit of your new purchasing power!

Remember, you can cash this check, today! If you don"t want to receive future solicitations of this type, call us at
(443) 438-2036, email us at LBM@marinerfinance.com, or write us at the address on the reverse side of this
letter and let us know.

Who is Mariner Finance?

With over 160 branches in 11 states, Mariner Finance is atrusted finandal
institution whose goal is to provide consumers like you with money when
you need it most.

Need more money?

No prepayment penalties

Need even more money?
Contact your local branch!*

If you should need a loan amount larger than the amount on this check, Still not sure? We offer a
call your local Lancaster Branch at717-208-7025, or visit us at 2044 15-d i
Fruitville Pike, Lancaster, PA 17601, to speak with a knowledgeable ay satisfaction
member of our staff. We'll be glad to arange for you to receive alarger guarantee, so if for any
loan.* You may also visit us online at waww mariperfinance com reason you are not
Sincerely, satisfied with your loan,

L4 (Ao you can return it risk-free.
Josh Johnson
President and CEO
ik

You can choose to stop receiving "prescreened” offers of cradit from this and other companies by calling
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217. Numerous consumers have complained to law enforcement that the unsolicited
checks create an unreasonable risk of identity theft. Multiple consumers report checks stolen from
their mailboxes, cashed in their names, and loans opened with Mariner without the consumer’s
knowledge or consent.

218. LBM loans carry high interest rates. But Mariner uses them as a mere foot in the
door to originate larger branch loans. The company’s stated goal is to convince consumers to
refinance as many LBMs as possible. Mariner regularly contacts LBM customers by unsolicited
mail, marketing emails, and telephone calls inviting them into the branch to borrow more money.

219. If a consumer falls for Mariner’s pitch to borrow more money, Mariner employees
are instructed to draw up a whole new loan, which refinances the existing loan, adds additional

cash, and—typically—includes hundreds or thousands of dollars in add-on products.

VII. Mariner Continues to Hide Add-Ons from Consumers after Closing and
Obstructs Consumers’ Attempts to Cancel if They Do Discover the Add-Ons.

Mariner Refuses to Give Consumers Printed Copies of Documents During and after Closing.
220. When consumers call to ask for a printed copy of their loan documents during and
after closing, Mariner has misrepresented that it is a “paperless” company and therefore cannot
send consumers paper copies of disclosures related to their loans. Instead, Mariner employees tell
borrowers to register for online access, log onto the website, and download and print the 44-plus
pages of documents, at their own expense.
221. In New Jersey, Mariner does not simultaneously provide a printed copy of the loan
documents when it requests or requires consumers to digitally acknowledge insurance and loan

agreements.
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222.  The E-Sign Act requires that a person providing electronic records to a consumer
must inform the consumer of any right to withdraw consent to electronic records and to receive
paper copies of the information. 15 U.S.C. §§ 7001(c)(1)(A), (B)(1), (B)(ii1).

223.  Although Mariner’s E-Sign Disclosure form permits the consumer to withdraw her
consent for no fee and says that consumers “can obtain a paper copy . . . by requesting that we mail
you a paper copy,” Mariner branches are not offering consumers this option when they call and
ask Mariner to mail them paper copies of agreements.

Mariner’s Loan Closings Do Not Comply with the E-Sign Act.

224.  Although Mariner’s default method of providing disclosures is electronic, Mariner
does not have a process in place to ensure that every consumer demonstrates that they can access
electronic disclosures, as required by E-Sign.

225. The E-Sign Act requires that, “[T]he consumer . . . confirms his or her consent
electronically, in a manner that reasonably demonstrates that the consumer can access information
in the electronic form .. ..” 15 U.S.C. § 7001(c)(1)(C)(ii).

226.  Although some Mariner customers demonstrate their ability to access electronic
disclosures by applying on their own electronic device, many Mariner customers do not. Instead,
these customers apply via a phone call or in person at a branch. For these customers, Mariner’s
process violates the E-Sign Act.

Mariner’s Website and App Hide the Loan’s Unpaid Principal Balance
which Obscures Add-On Charges from Consumers.

227. On Mariner’s website and app, when consumers go to look for their unpaid

principal balance, Mariner displays a “balance” that equals the total of the remaining scheduled
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payments on the loan. Mariner hides the unpaid principal balance (or payoff amount) on a page
that requires multiple clicks to find.

228. By displaying only the total of payments and not the unpaid principal balance,
Mariner makes it less likely that consumers who have been charged for add-ons without their
knowledge or consent will notice the extra principal costs they have incurred. For example, a
consumer who borrows $2,950 in cash and logs onto her Mariner account a few weeks after loan
origination might be surprised to see a balance of $3,734 (the Amount Financed on the loan plus
the add-ons). She might call Mariner to ask why the balance is higher than what she borrowed, and
she might then discover the $785 that Mariner charged her for add-on products without her
permission.

229. Butinstead of seeing the unpaid principal balance when she logs onto her Mariner
account, this consumer sees her “balance” listed as $5,435, which is the total she will pay over her
36 month loan. This consumer is likely to believe that the difference between what she borrowed
and her “balance” consists entirely of unpaid, future interest. In reality, her loan has $1,700 in
finance charges (which includes interest on the add-ons) and $785 in hidden add-on charges.

230. Displaying the smaller unpaid principal balance first on the website could also
incentivize consumers to pay off their loan more quickly, thus reducing Mariner’s interest revenue
over the long term. Conversely, if consumers think the loan balance is higher than it actually is,
they may be less likely to even attempt to make additional payments to pay down the principal.

Mariner Obstructs Consumers’ Attempts to Cancel Add-Ons.

231. Not only does Mariner harm consumers when it puts them into contracts for add-

ons without their knowledge, but it compounds the harm to consumers who discover the add-ons

and seek to cancel them.
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232.  All the add-ons that Mariner sells have a right to cancel and receive a pro-rated
refund.

233.  Mariner commonly tells consumers that if they cancel, it will not impact their
monthly payment amount.

234. Even if a consumer says they never agreed to purchase the add-on products,
Mariner will only provide a one-time, pro-rated refund. Mariner will not re-amortize the loan to
reduce the monthly payment to the amount it would have been without the unwanted add-ons.

235. Consumers told the Plaintiff States that Mariner took the following actions when
the consumer tried to cancel: (A) refused to cancel unless the consumer returned her original
insurance documents to the branch; (B) required a consumer to obtain Manager approval and visit
a physical branch location to sign a paper form; (C) required a consumer to contact the add-on
provider; (D) refused to send a copy of the cancellation form and failed to provide written
confirmation of the cancellation and refund; (E) cancelled only one add-on product despite the
consumer asking to cancel all four add-ons on his loan; (F) refused to cancel property insurance
unless the consumer listed Mariner on her homeowner’s insurance policy; (G) falsely stated that
the window of cancellation had long passed for all add-on products.

236. The examples above are drawn from interviews of a random sample of consumers.
This conduct harms consumers by imposing charges that Mariner should have refunded.

237. Mariner requires all borrowers to sign E-Sign agreements, and it obtains electronic
signatures from nearly every consumer at closing. Mariner has the ability to email documents to
consumers for their electronic signature; it does so for every loan by phone.

238. Mariner’s policy of requiring an in-person paper signature to cancel (but not to

purchase) add-ons compounds the harm of the initial add-on charges.
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VIII. As a Result of this Conduct, Mariner Makes Enormous Ill-Gotten Profits from
Add-Ons.

239. Mariner and its employees make substantial profits by charging consumers for
hidden and unwanted add-on products. In May 2020, Mariner forecast that it would earn $51.9
million in insurance income in 2022.

240. Commissions on Mariner’s insurance and non-credit products are high. The add-
ons that Mariner sells are incredibly profitable because, with one or two exceptions, consumers
make few claims against the policies. As a result, the insurers pay Mariner sales commissions that
far exceed the amount consumers are paid in claims. Everyone wins in this arrangement except the
consumer.

241. For example, a Mariner Senior Vice President reported in email that Mariner
branches receive a 41% commission on every sale of the Auto Plus program to consumers.

242. Nationally, Mariner earned $600,000 in February 2020 on sales of AD&D. On
average, Mariner’s commission was $233 per sale, or 75% of the gross premium charged to the
consumer. In May 2020, Mariner forecast that its annual AD&D revenue would grow to $12.5
million in 2022.

243.  Adding hidden and unwanted add-on charges inflates the loan’s amount financed,
earning Mariner millions more in interest (at high APRs) than cash loans alone would generate.
Often, this inflated amount financed is money the consumer would not have chosen to borrow or
that Mariner’s underwriting guidelines would not have allowed employees to loan—unless the
consumer spent it on add-ons.

244.  Add-ons also contribute directly to Mariner’s revenue when consumers miss a

payment for a reason covered by a credit insurance policy. Mariner makes the claim directly to the
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insurance company, and the payment goes directly to Mariner, reducing Mariner’s charge off rate
and loan losses.

245.  Finally, Mariner’s offshore insurance subsidiary, MF Insurance, reaps further
profits on the add-on products by selling reinsurance to Mariner’s hand-picked insurance
providers. According to the Washington Post, MF Insurance, which is based in the Turks and
Caicos, made $20 million in premiums in 2017.

246. Since Mariner—not the consumer—chooses which add-on products to offer,
Mariner can demand lucrative deals from its insurance and non-insurance partners. This enables
Mariner to maximize its share of the insurance premiums, reinsurance and fees for non-insurance
products. This market dynamic is known as reverse competition because, unlike a competitive
market where the consumer can choose the lowest cost product, it is a market where a middleman
(Mariner) chooses the product leads to higher prices, which maximize the middleman’s fee. See
Exhibit B, page 253, for a fuller explanation of reverse competition.

247. An example of reverse competition is Mariner’s 2020 “Profit Improvement”
initiative whereby it made Fortegra / Life of the South its sole credit insurance provider. In
exchange, Life of the South agreed to pay Mariner a regular “marketing agreement bonus.”

IX. Mariner Incentivizes Employees to “Flip” Consumers’ Existing Loans by

Inducing Borrowers to Enter into Larger, Refinanced Loan Obligations that
Impose Far More Costs Over Time.

248. In addition to Mariner’s above-described conduct related to add-ons, Mariner
misleads and fails to disclose relevant information to existing borrowers when it reaches out and
invites them to renew or convert existing loans into larger, refinanced loan obligations.

249. Mariner’s internal policies identify loan renewals and loan conversions as an

important source of new loans for Mariner.
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250. To that end, a Mariner internal report entitled “2021 Strength In Numbers”
identified Mariner’s “key drivers” to include “[i]ncreas[ing] conversions” and “[r]esolv[ing]
Delinquency through Renewals.”

251. Mariner defines a loan renewal (Renewal) as “[a] new Direct Loan transaction
made to a current Direct Loan customer, where we refinance the balance of the current loan as part
of the new loan and typically advance additional cash to the customer.”

252.  Mariner defines a loan conversion (Conversion) as:

A new Direct Loan transaction made to a current LBM [Loan by Mail], Online, SF

[Sales Finance], HI [Home Improvement] or Indirect Auto customer. The existing

balance in the customer’s current loan is typically refinanced into the new Direct

Loan. An LBM Conversion takes an LBM loan customer and refinances the

balance of the LBM into a Direct Loan plus advances new money to the customer.

A SF Conversion is the same thing, but with a SF loan customer. The SF or HI

loan balance doesn’t have to be rolled into the new transaction, but a balance on an

LBM or Online loan does have to be included.

253. Inthe consumer finance industry, the refinance or conversion of a retail installment
loan, live check, or other small loan into a new personal or home equity loan is often referred to
as “flipping.”* Loan flipping, together with abusive insurance add-ons as those described above,
is particularly common in sub-prime credit markets.’

254. Professor Gene A. Marsh of the University of Alabama School of Law testified
about the practice of loan “flipping” before the U.S. Senate’s Special Committee on Aging on
March 16, 1998, describing the practice as follows:

Finance companies frequently will contact existing customers, offering a few

hundred additional dollars. ... If the debtor bites at the apple, the existing loan will
be “paid off” and a new loan will start, but with a great deal of the balance being

4 See Ex. B at 31, “Equity Predators: Stripping, Flipping and Packing Their Way to Profits,” Hearing Before the
Special Committee on Aging, U.S. Senate, 105th Congress, Second Sess., March 16, 1998, Serial No. 105-18, at 31
(whistleblower testimony of “Jim Dough,” former finance officer, assistant branch manager, and branch manager for
three of the country’s largest consumer lending companies).

5 Id. at 44 (testimony of Professor Gene A. Marsh, University of Alabama School of Law).
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“old money.” That is, after rebates (most likely credits on the account) for unearned

interest and insurance premiums, the new amount financed will be comprised of the

unpaid principal balance from the old loan, the few hundred additional dollars given

to the debtor in the new loan, and new credit insurance products...that were sold

and financed by the creditor.’

255.  On February 21, 2003, the U.S. Office of the Comptroller of the Currency (OCC)
issued Advisory Letter AL 2003-2, entitled “Guidelines for National Banks to Guard Against
Predatory and Abusive Lending Practices” (OCC Alert). It later extended this guidance to Federal
savings associations on November 12, 2013.

256. The OCC Alert’s description of loan “flipping” is consistent with Professor
Marsh’s description above:

Loan “flipping” is generally understood to mean the repeated refinancing of a loan

under circumstances that result in little or no economic benefit to the borrower, with

the objective of generating additional loan points, loan fees, prepayment penalties,

and fees from financing the sale of credit-related products. In addition, the practice

is frequently targeted to consumers with limited financial options. ... As a general

matter, many terms or practices associated with loan flipping carry risks that the

borrower cannot reasonably be expected to appreciate in the absence of clear and
understandable explanatory information.’

257. Mariner’s practices with respect to its renewals and conversions of existing loan
obligations bear all the hallmarks of abusive and predatory loan “flipping.” In Mariner’s case, loan
“flipping” takes several forms, including: (1) converting LBMs and other indirect loans to branch
(direct) loans, (2) renewing branch loans that are current, often where that loan is close to being
paid off, and (3) refinancing delinquent loans instead of collecting a payment on the loan.

258. Consistent with the descriptions above, Mariner’s policies, practices, and incentive

structure encourage employees to “flip” consumers’ loans through loan renewals and conversions,

even where refinancing terms do not benefit the consumer. Mariner employees are expected to

o1d.
7 Office of Comptroller of the Currency, “Guidelines for National Banks to Guard Against Predatory and Abusive
Lending Practices,” (OCC) AL 2003-2 (Feb. 21, 2003).
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continually process loan applications and close loans, and their performance is tracked using
metrics based on the number of loans each employee closes per day. This metric is also used to
evaluate performance at the branch and district levels.

259. Mariner also trains its employees to contact consumers whose loan payments are
delinquent by one to thirty days and use the missed payment as an opportunity to induce the
consumer to renew their existing loan.

260. Mariner instructs its employees to prioritize refinancing for borrowers who have
missed a payment, rather than asking them simply to make a payment. For example, the District
Manager for Region 3 wrote the following in a July 2021 email, encouraging his 245 employees
to use refinancing as the first option to reduce the number of “Current Month Lates: “Lend your
way lower first, payments 2"!”

261. Mariner’s “permanent corrective arrangements”—policies intended for “[a]ccounts
that are 60 days or more past due [that] may be considered an advanced collection situation”—
specifically suggests soliciting from the consumer “a new loan [which] may be the best solution
for the customer and for Mariner Finance.”

262. Mariner’s Refinance, Renewal, and Conversion Guidelines say, “it is our
preference to renew a customer up to three times per year.” Mariner pushes consumers to refinance
even if the borrower is delinquent and unable to pay. Each time a customer refinances, Mariner
collects a new service charge of up to $150, and of course it typically charges consumers for hidden
add-ons as well.

263.  As outlined above, Mariner’s stated goal is to convince consumers to refinance as
many LBMs as possible. Mariner regularly contacts LBM customers by unsolicited mail,

marketing emails, and telephone calls inviting them into the branch in the effort to negotiate a
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Renewal of the LBM. Indeed, Mariner trains, expects, and incentivizes its employees to sell
Renewals in every welcome call following a new LBM.

264. Delinquent consumers, with LBM or direct loans, are easier to “flip,” because
Mariner employees can use the delinquency to pressure them to refinance their loans. Even though
the consumer would nearly always be better off in the long term by simply making the payment
due, Mariner pressures the consumer to renew the loan and skip another payment, thereby adding
hundreds or thousands of dollars in interest to the loan.

265. Employees are continuously encouraged by everyone from Branch Managers to
District Managers to Regional Vice Presidents to convert delinquent accounts into new loans by
calling delinquent borrowers up to five times per day.

266. Examples of Mariner’s company-wide emphasis on renewing delinquent loans
abound in its internal documents and e-mail communications. In an April 24, 2021 email addressed
to “Region 71,” a Mariner Regional Vice President communicated in a “Friday recap”:

Delinquency—no movement on our 30’s yesterday----maximize your 5 attempts

per day, call all available numbers and skip trace where needed.... Then we look

to renew!!! Don’t give up!!! CML’s [collateralized mortgage lines of credit] are

running high as well—another great source of renewals!
(Emphasis added).

267. In another instance, a Mariner Regional Vice President forwarded the following
communication to all his Branch Managers as “a success story that CAN BE DUPLICATED BY
EVERYONE™:

The focus in March is sticking to basics and what makes us profitable. More

importantly, achieving all the goals that are set in place, as a branch and

individually. Basics are what? ... Max out allowable calls to DQ [delinquent]
accounts, and convert. EVERY CALL MUST INCLUDE AN OFFER TO

RENEW. EVERY WALK-IN NEEDS TO HEAR WHAT WE CAN DO FOR

THEM. Our customers do not know what their options are, unless..... WE TELL
THEM.
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(Emphasis original).

268. This message is also a frequent refrain of Mariner Branch Managers, such as an
August 5, 2020 email from a Branch Manager in Puyallup, Washington with the subject “Daily
Goal Board” indicating “DQ is [sic] still needs work but it is the 5 day of the month, we know to
convert those DQ accounts into loans.”

269. Mariner’s policy of pushing refinancing aggressively is implemented at the highest
levels. For example, one Mariner Vice President emailed instructions to several New Jersey and
Pennsylvania-based Assistant Vice Presidents, among others, instructing them not to “[f]orget to
[s]olicit a renewal BEFORE you start to collect.”

270. Two common types of flipping, what Mariner calls Renewal and Conversion loans,
provide limited funds to consumers because they only provide consumers with the amount of funds
that they have already paid off. For instance, if a consumer’s first loan was for $1000, and the
consumer paid off $200 in principal, the consumer would receive only $200 in the refinance, to
bring the new principal balance back to $1000.

271. As outlined above, each time a consumer enters into a loan Renewal or loan
Conversion, Mariner collects a new service charge of up to $150, and it has another opportunity
to charges the consumer for hidden add-ons.

272. Moreover, Mariner designed the terms of its hidden add-on policy contracts to
maximize the cost to the consumer each time a loan is flipped. When a loan is paid off early (as it
is when it is flipped), some of the unearned interest and unearned insurance premiums from are
refunded. But Mariner fails to disclose to consumers that the methods it uses to calculate these

refunds penalize consumers and reward Mariner when the loan is flipped early in the loan term.
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273.  First, under the AD&D policies that Mariner negotiates with its hand-picked
exclusive insurance provider, Life of the South, Mariner, and/or Life of the South have chosen to
calculate the earned premium using the short-rate method. This method allows the insurer to retain
a greater percentage of unearned premium than would apply with a pro rata refund.

274. Second, Mariner chooses to use the Rule of 78’s to calculate the interest refund.
This method results in a disproportionate amount of interest being collected in the early part of the
loan term (before the loan is flipped) as compared to the simple interest method.

275. In a loan flip, because the existing balance of the prior loan is rolled into a new
loan, the term of repayment is extended and the borrower ends up paying more in interest than if
they had just obtained a new loan and paid off each loan separately. Notably, in its communications
with consumers, Mariner representatives fail to mention that refinancing, renewing, or converting
a current loan is nearly always more costly over the loan term than simply making a late payment
and/or obtaining a second loan.

X. Mariner Ignores Pennsylvania Law that Requires the Sale of AD&D Insurance
to Be Separated from the Loan Transaction.

276. Under the Pennsylvania Consumer Discount Company Act (CDCA) Regulations,
10 Pa. Code § 41.3(1), AD&D sales must be “completely voluntary.” When an AD&D purchaser
is also a borrower, “the disbursement of the loan proceeds to the borrower, shall be concluded
before the licensee may initiate an effort to sell the services to the borrower.”

277. Mariner completely disregards this regulation. Mariner has been on notice that its
procedures violate this regulation since at least 2015, when Mariner exchanged letters on this topic
with the Pennsylvania Department of Banking and Securities. Mariner promised to abide by the

regulation’s requirement that, “[i]n cases where the purchaser of AD&D insurance is also a
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borrower, Mariner may not initiate any attempts to sell AD&D until the loan has closed and the
loan proceeds have been disbursed to the borrower.”®

278. Despite Mariner’s promise to wait to sell AD&D until after closing, Mariner’s
policies and computer software require employees to sell the AD&D during closing. In policy and
practice, the consumer is required to sign the AD&D application and agreement in the middle of
closing. The funds are disbursed only at the end of closing—after all the paperwork has been
signed.

279. Mariner is well aware of the CDCA Regulation and has designed a process that
confuses consumers in an attempt to evade the Regulation. In order to pretend that it is “disbursing”
the loan proceeds to the consumer and then having the consumer pay for the AD&D separately,
Mariner lists the cost of AD&D on the TILA disclosures as a separate and simultaneous amount
of cash to the consumer, prints one or more checks in the amount of the AD&D, and has the
customer endorse and return the AD&D check(s) to Mariner.

280. This process has a tendency to mislead or confuse customers. One Pennsylvanian
said that when a Mariner employee brought him three checks face down, shuffling between them
and asking him to sign two and hand them back, he felt like he “was in Las Vegas playing three-
card Monte.”

281. Moreover, the procedure of giving the consumer the second check—and listing it
on the TILA disclosure as cash disbursed to the consumer—is a fagade. Contrary to Mariner’s

promise to the Department that it would follow the procedure that gives the consumer “the option

$ Letter from Bonnie Klapaska, SEVP/Chief Compliance Officer, Mariner, to James Keiser,
Administrator, Compliance Office, PA Dept. of Banking and Securities (Sept. 25, 2015).
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not to purchase the product” and thus to keep the second check, Mariner never allows the consumer
to keep the second check.

282. If the consumer refuses to endorse the second check, the Mariner employee is
required to rewrite all of the paperwork to reduce the amount financed to the approved cash loan
amount—thereby depriving the consumer of the funds that Mariner had previously approved and
handed over in the form of the second check.

283.  For many consumers, Mariner does not even go through the facade with the second
check. In the December 2020 random sample of 100 Pennsylvania loan accounts, Mariner charged
55 consumers for AD&D. Of those 55 consumers, 13 consumers (nearly a quarter of them) were
loan-by-phone transactions and thus never even saw a second check.

Mariner’s Failure to Name New Jersey Consumers as a Second Beneficiary Denies Consumers
Their Rightful Benefits under the Credit Life and Disability Policies.

284. Mariner is named as the primary beneficiary on the credit life and credit disability
insurance policies it sells to New Jersey consumers.

285.  Under these policies, if a consumer dies or becomes disabled but still owes money
on their loan, the insurer agrees to pay Mariner a certain amount to reduce the loan’s outstanding
balance.

286. However, if the amount the insurer pays Mariner exceeds the outstanding amount
owed on the loan, the credit life and credit disability insurance policies provides any excess amount
“...Dbe paid to the second beneficiary.”

287. Failure to add a second beneficiary to credit life and credit disability policies is
considered a violation according to Mariner’s internal “Credit and Compliance Audit” procedures

under designation “x11730.”
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288. Notwithstanding Mariner’s own compliance rules and the representation Mariner
employees make to consumers about the protection afforded by the company’s add-on product
offerings, Mariner routinely fails to name New Jersey consumers as a second beneficiary under
the credit life and disability policies it issues.

289. For instance, in a sample of 18 credit life and credit disability policies reviewed by
the State of New Jersey, 17 policies failed to name the consumer as the second beneficiary.

XI.  Interviews with a Random, Representative Sample of Mariner Customers
Demonstrate Widespread Add-on Product Packing.

290. The following interview summaries are provided as additional examples of the

ways that Mariner charges consumers for add-ons without obtaining their consent.
Mariner Charges Consumers for Add-Ons without Ever Mentioning Them.
iii.  Charging for Add-Ons With No Mention: Consumer Example 1

291. Many consumers reported that Mariner never told them about the add-on products.
For example, an Army veteran said the Mariner employee never mentioned insurance products
during or prior to the closing. When the consumer got home, he read through the paperwork and
realized he had been charged for insurance policies that he did not ask for and did not want. This
consumer said that he did not need any insurance coverage because he already had insurance
policies through his employer, his credit union, and the Department of Veterans Affairs (VA),
along with AAA breakdown coverage.

292. This consumer had been a customer of Mariner for nearly 13 years. In the past,
Mariner did all of the loan documents on paper, and he could clearly see what was happening to
his balance when he refinanced a loan. But since Mariner went to all electronic closings in 2019,

this consumer found that doing business with Mariner has become more difficult. He said, “Now
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everything is on the computer. When I look at the account online, the balance always seems much
higher than I think it should be.”

293.  In October 2020, this consumer went to refinance his loan at a Mariner branch. At
closing, the loan documents were all on a mounted computer screen that the Mariner employee
controlled. The consumer was not close enough to comfortably read the screen. Mariner charged
this consumer $1,911 in fees and $1,001 in interest for add-ons that he did not consent to. Despite
being charged nearly $3,000 for add-ons without his consent, this 12-year Army veteran walked
out of the Mariner branch with a check for only $1,000—the additional cash Mariner loaned him
when it refinanced his car title loan.

iv.  Charging for Add-Ons With No Mention: Consumer Example 2

294.  Another consumer borrowed $8,621 at 26.62% APR from Mariner in December
2020 to finance the purchase of a vehicle. Without telling him about any add-on products, Mariner
charged him $2,066 in premiums and $1,312 in interest for three add-ons: credit life insurance,
credit disability insurance, and involuntary unemployment insurance. For every $100 he borrowed,
Mariner charged him another $39 for hidden add-ons.

295. The Mariner employee did not give this consumer a chance to review the
documents. According to the consumer, the employee inserted all of the signatures herself, and he
never touched the mouse during the loan closing.

296. This consumer said that if the Mariner employee had told him about the add-ons,
he would have declined them. He and his wife already had life insurance policies through their

employers, and they did not want unemployment or disability insurance.
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Mariner Charges Consumers for Add-Ons that They Explicitly Declined.
v.  Charging for Add-Ons Consumers Declined: Consumer Example 1

297.  In other instances, Mariner charges consumers for add-on products that they have
explicitly declined. For example, a consumer refinanced her $2,422 balance in December 2020
and borrowed another $2,000 in cash at 27.31% APR. Mariner offered her insurance products at
closing and she declined all of them because she has insurance through her job. This consumer
reported that she has obtained other loans from Mariner and its competitors in the past, and, when
asked, she has always declined the optional insurance products.

298. Despite the fact that this consumer declined all add-ons, Mariner charged her
$1,439 in premiums and $941 in interest for 4 different add-ons. In other words, Mariner charged
her 82,380 for add-ons that she specifically declined, on a refinancing where she borrowed just
$2,000 in new cash.

299.  After being interviewed and learning that she had been charged for the add-ons,
this consumer called the Mariner branch where she took out her loans to cancel all of her insurance
policies. The branch manager falsely told the consumer that she could not cancel the AD&D policy
after 30 days.

vi.  Charging for Add-Ons Consumers Declined: Consumer Example 2

300. When another consumer raised questions about charges for the Auto Plus Plan, the
loan officer told her it was standard for the loan. After the consumer told the Mariner representative
that he did not need the Auto Plus Plan, the employee said it would be taken off the loan. Yet

Mariner still charged this consumer $380 plus interest for the Auto Plus Plan.
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Mariner Falsely Claims that Add-Ons Are Mandatory.

301. In numerous instances, Mariner tells consumers that the purchase of add-ons is
required to obtain the loan, purportedly due to company policy. In actuality, under Mariner policy,
add-ons are supposed to be optional. Nevertheless, when consumers ask to have charges for add-
ons removed, Mariner employees often tell them falsely that the charges are not optional.

vii.  Falsely Claiming Add-Ons Are Mandatory: Consumer Example 1

302. For example, a Mariner consumer refinanced her $1,950 loan balance at 26.21%
APR in December 2020 in order to obtain $1,000 in additional cash. Mariner charged her $785 in
premiums and $357 in interest for four insurance policies. For every $100 in new cash she
borrowed, Mariner charged her $114 for in add-ons.

303. Atclosing, Mariner’s employee falsely told this consumer that these add-ons were
included in the loan for no extra charge, and that the consumer could not decline them. The
consumer said that she would have declined the add-ons if Mariner had told her the truth.

viii.  Falsely Claiming Add-Ons Are Mandatory: Consumer Example 2

304. Another consumer borrowed $2,000 from Mariner in October 2020. At closing, the
Mariner employee scrolled through the loan documents while giving the consumer summaries of
what she was required to electronically sign.

305. The Mariner employee mentioned insurance products and led the consumer to
believe the add-ons were included in the loan and mandatory. The employee did not tell the
consumer that she would be charged for the add-ons. In fact, Mariner charged her $556 in

premiums and $162 in interest for four insurance policies.
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ix.  Falsely Claiming Add-Ons Are Mandatory: Consumer Example 3

306. Mariner told a consumer that she was required to buy a Guaranteed Asset Protection
(GAP) insurance policy in order to obtain the loan. The Mariner employee did not explain what
purpose it would serve. The consumer said that, had Mariner given her the option to purchase the
GAP policy, she would have declined it.

Mariner Misleads Consumers about the Price of the Add-ons.

307. Mariner employees mislead numerous consumers about the price of the add-ons,
leading them to believe the prices are free or lower than they are.

X. Misleading Consumers About Add-On Pricing: Consumer Example 1

308. InDecember 2020, a consumer visited Mariner, intending to borrow $2,000 without
putting down his car title as collateral.

309. The consumer walked out with a $4,081 loan at 25.73% APR, after putting down
his vehicle title as collateral.

310. Mariner charged this consumer $1,980 for add-ons, which also added $989 in
interest to the loan, for a total of $2,969 in add-on charges. For every $100 of cash he borrowed,
Mariner charged him $73 for add-ons.

311. The consumer is a totally and permanently disabled combat veteran who was
deployed four times while serving in the United States Army.

312. Prior to and during the loan closing, the Mariner employee who dealt with the
consumer asked him questions about golf for nearly the whole time the consumer was in the
branch, including while the consumer was trying to read the 44+ pages of loan documents.
According to the consumer, the Mariner employee continually changed the subject back to golf

throughout loan closing to distract him from noticing the details of the loan documents.
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313. The loan officer told the consumer that credit life insurance and Auto Club were
included with the loan for no additional fee. Relying on this misrepresentation, the consumer
agreed to obtain the credit life insurance and Auto Club. He planned to cancel his AAA
membership (which then cost $130 per year) since he thought he was receiving a free Auto Club.

314. In reality, Mariner charged the consumer $218 plus $109 in interest for the credit
life insurance policy, and it charged him $380 plus $190 in interest for the Auto Club. The
consumer said that, if he had known about these charges, he would have declined both products.
He already had AAA, which offers better coverage and is cheaper than the Auto Club, and he had
life insurance through the VA.

315. In addition to charging this veteran $897 for two products that the Mariner
employee falsely said were free, Mariner charged him another $2,072 (including interest) for three
more add-ons that its employee did not mention at all.

316. The consumer said that, if the Mariner employee had asked him whether he wanted
to buy these policies, he would have declined them because he had life insurance through the VA
and homeowners’ insurance.

317. This consumer thought he was signing a loan for $4,081 and nothing more. He was
completely unaware of the $2,969 in add-on related charges.

318. InJanuary 2021, the disabled veteran saw his credit report and was surprised to see
Mariner had reported his loan principal balance as over $6,000. He did not understand why it was
so high when he had only borrowed $4,081.

319. He called a Mariner branch to ask about this discrepancy, and the employee who

had misled him at loan closing lied to him again. The Mariner employee said that the loan had a
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$2,000 mandatory “guaranteed fee” added to it and that even if the consumer paid off the loan
early, he would have to repay at least $6,000—not just the $4,081 he had borrowed.

320. This “guaranteed fee” was a lie. There is no such fee in the loan. On the phone call,
the Mariner employee did not mention anything about the $2,060 in charges for add-ons, which is
actually what inflated the loan principal balance to $6,000.

xii. Misleading Consumers About Add-On Pricing: Consumer Example 2

321. Another Mariner customer refinanced her loans in December 2020. The Mariner
employee falsely told her that Mariner only offered an “all or nothing” insurance policy that
included credit life, credit disability, and involuntary unemployment insurance, and cost less than
$100.

322. Relying on this false price and the false statement that the add-ons had to be bought
together, the consumer agreed to buy the “all or nothing” policy. The actual cost of the add-ons
was fifteen times higher than the Mariner employee had promised: $1,003 in premiums and $497
in interest ($1,500 total). This consumer said that she would not have agreed to buy the add-ons if
she had known how expensive they were.

323. As described above, a Mariner Branch Manager in one Pennsylvania district has a
personal practice of quoting two monthly payments on the approval call: one with no add-ons and
one with all the add-ons for which the consumer is eligible. This practice could mislead a consumer
into believing, as the consumer above did, that the insurance is “all or nothing” (i.e., that the
consumer must either purchase a// of the insurance as a single package, or no insurance).

xiii. Misleading Consumers About Add-On Pricing: Consumer Example 3

324. A consumer who took out a loan in the amount of $3,000 to get her car fixed in

December 2021 was charged a premium of $380 for the Auto Plus Plan. However, at the time of
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loan closing, the consumer was led to believe that the add-on was included in the loan and she did
not have to pay extra for it.

325. The Mariner loan officer explained that the Auto Plus Plan would provide roadside
assistance and protection in the event of an accident.

326. In May 2022, this consumer totaled her car in an auto accident and she is turning to
her private auto insurance for relief because the Auto Plus Plan sold to her by Mariner did not
cover her accident.

327. In addition to charging this consumer $380 for the Auto Plus Plan add-on that the
Mariner employee falsely said was free, Mariner charged her another $921 in premiums for three
more add-ons—1) credit life, 2) involuntary unemployment, and 3) accident & health. The loan
officer represented to the consumer that all of these products were included with her loan and that
she would not incur additional cost.

CLAIMS FOR RELIEF

COUNT I - CFPA:
Mariner Engages in Deceptive Acts and Practices by Charging Consumers for Add-On
Products Without Obtaining their Consent and by Loan Flipping’®
328. Plaintiffs re-allege and incorporate by reference the allegations contained in the
preceding paragraphs of this Complaint.
329. Section 1036(a)(1)(B) of the CFPA prohibits covered persons from engaging in
“any unfair, deceptive, or abusive act or practice.” 12 U.S.C. § 5536(a)(1)(B).

330. Asdescribed above, Mariner misrepresents, either expressly or by implication, that

the consumer is getting a loan with no add-on products, or that the add-on products are free,

° The CFPA claims (Counts I through VI) are asserted by all Plaintiffs.
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required, or both. These misrepresentations are material because they are likely to affect a
consumer’s choice of a product.

331. In fact, Mariner charges consumers hundreds or thousands of dollars in premiums,
fees, and interest for add-on products without their consent.

332. Mariner also misrepresents to (some) consumers that if they purchase the add-on
products, their loan will be “fully protected.” This is misleading in the ways described above.

333. Inmarketing its loans and in its rushed loan closings, Mariner omits key loan terms,
including, inter alia: (a) that the monthly payment amount includes add-ons which are additional
costs added to the loan, (b) that the purchase of add-ons is ostensibly optional and not required to
obtain the loan, or (c) the price of the add-ons, including the added interest cost. This information
constitutes a material omission because it would have influenced consumers’ decisions whether to
obtain a loan with Mariner, and whether to pay for add-on products from Mariner.

334. Mariner also misleads consumers through loan flipping: refinancing consumers’
loans when it is not in their interest to do so. Mariner repeatedly refinances loans in order to
maximize the loan balance and assess new fees and add-on products. Mariner misleads consumers
by inducing them to refinance or renew LBM and other existing loans without disclosing that it is
often more expensive for them to refinance an existing loan than to simply make a payment or take
out a new loan.

335. Mariner’s misrepresentations and omissions regarding loan refinancing or renewal
are material because they are likely to affect a consumer’s choice of a product.

336. The above-described statements and omission are likely to mislead a consumer

acting reasonably under the circumstances.
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337.  Asdescribed above, it is reasonable for consumers to sign the loan documents and
only expect to be taking out a loan because Mariner does not market add-ons products on its
website or in any of its marketing materials. Unless a Mariner employee raises the add-on products
in an honest manner, the consumer has no reason to know about them because they are buried in
the flurry of 44-plus pages of electronic loans documents.

338. Mariner’s loan sales process and rushed closings are likely to leave many of its
consumers with the false net impression that their loans do not contain any add-on products.

339. Similarly, Mariner’s loan flipping conduct is likely to leave consumers with the
false net impression that refinancing will not significantly increase the cost of the loan and/or that
a delinquent borrower has no other option except to refinance the loan.

340. These representations and omissions, in light of the representations made, are
deceptive omissions and deceptive acts or practices that violate sections 1031 and 1036 of the
CFPA, 12 U.S.C. §§ 5531, 5536(a)(1)(B).

341. The CFPA empowers this Court to grant any appropriate legal or equitable relief
with respect to violations of Federal consumer financial law, including, without limitation, a
permanent or temporary injunction, rescission or reformation of contracts, the refund of moneys
paid, restitution, disgorgement or compensation for unjust enrichment, and civil money penalties.
12 U.S.C. § 5565.

342. The Plaintiffs believe that, after a reasonable opportunity for discovery, the
evidence will likely show that Mariner knowingly violated a Federal consumer financial law when
it engaged in the acts and practices described herein. Accordingly, the Plaintiffs seek the
imposition of third tier civil penalties of up to One Million Dollars ($1,000,000) for each day

during which such violation continues. See 12 U.S.C. §§ 5565(a)(2)(H), 5565(c)(1), 5565(¢c)(2)(C).

72



Case 2:22-cv-03253 Document 1 Filed 08/16/22 Page 76 of 104

COUNT II - CFPA:
Mariner Engages in Unfair Acts and Practices by Charging Consumers for Add-On
Products Without Obtaining their Consent and by Loan Flipping

343. Plaintiffs re-allege and incorporate by reference the allegations contained in the
preceding paragraphs of this Complaint.

344. Section 1036(a)(1)(B) of the CFPA prohibits covered persons from engaging in
“any unfair, deceptive, or abusive act or practice.” 12 U.S.C. § 5536(a)(1)(B).

345. Mariner’s acts and practices relating to charging consumers for hidden add-ons
cause, or are likely to cause, substantial consumer injury. The hidden add-ons cause substantial
injury by adding hundreds or, in some cases, thousands of dollars in unwanted charges to
consumers’ loans. The loan flipping causes substantial injury by adding hundreds or thousands of
dollars in finance charges and even more add-on fees.

346. This consumer injury from add-ons is not reasonably avoidable because Mariner
charges consumers for add-ons without obtaining their consent. In some cases, Mariner misleads
consumers into thinking the add-ons are mandatory, free, or both.

347. The consumer injury from loan flipping is not reasonably avoidable because
Mariner induces consumers into refinancing or renewing LBM or other existing loans without
disclosing that refinancing is often significantly more expensive than simply making a payment or
taking out a new loan

348. The substantial consumer injury caused or likely caused by Mariner’s add-on
practices and loan flipping is not outweighed by countervailing benefits to consumers or to
competition. Charging consumers for hidden add-ons without their consent does not benefit
consumers or competition. Any temporary benefit to some consumers from loan flipping—

reducing delinquency fees or providing them a small amount of additional cash—does not
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outweigh the harm caused by the extra interest and add-on fees that each flip adds to the
consumer’s account.

349. Therefore, Mariner’s acts and practices as set forth herein constitute unfair acts or
practices in violations of sections 1031 and 1036 of the CFPA. 12 U.S.C. §§ 5531, 5536(a)(1)(B).
COUNT III - CFPA:

Mariner Engages in Abusive Acts and Practices by Designing and Implementing a Loan
Closing Process that Materially Interferes with the Ability of a Consumer to Understand a
Term or Condition of a Consumer Financial Product or Service and by Loan Flipping

350. Plaintiffs re-allege and incorporate by reference the allegations contained in the
preceding paragraphs of this Complaint.

351. Section 1036(a)(1)(B) of the CFPA prohibits covered persons from engaging in
“any unfair, deceptive, or abusive act or practice.” 12 U.S.C. § 5536(a)(1)(B).

352.  The CFPA defines an “abusive” act or practice as, infer alia, one that “materially
interferes with the ability of a consumer to understand a term or condition of a consumer financial
product or service.” 12 U.S.C. § 5531(d).

353.  Asdescribed above, Mariner’s all-electronic closing process often includes at least
44 and sometimes more than 50 pages of small print. Mariner employees give consumers an oral
“summary” of the paperwork, often misrepresenting or omitting key terms such as the cost and
ostensibly optional nature of add-on products.

354. Mariner rushes consumers through the closing process, thereby depriving them of
an opportunity to make a meaningful informed purchasing decision.

355. Mariner’s practice of loan flipping also constitutes an “abusive” act or practice.

Mariner repeatedly refinances consumers’ loans when it is not in their best interest in order to

maximize the loan balance and assess new fees and add-on products.
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356. Inits effort to renew or convert as many loans as possible—including loans that are
delinquent—Mariner induces consumers into refinancing or renewing LBM or other existing loans
without disclosing that it is often more expensive for them to refinance an existing loan than to
simply make a payment or take out a new loan. This deprives them of an opportunity to make a
meaningful informed decision.

357. These acts and practices materially interfere with the ability of consumers to
understand a term or condition of the consumer financial products at issue—those being the add-
on products and loan refinancings.

COUNT IV - CFPA:

Mariner Engages in Abusive Acts and Practices that Take Unreasonable Advantage of a
Lack of Understanding on the Part of the Consumer of the Material Risks, Costs, or
Conditions of Add-On Products and by Loan Flipping

358.  Plaintiffs re-allege and incorporate by reference the allegations contained in the
preceding paragraphs of this Complaint.

359. Section 1036(a)(1)(B) of the CFPA prohibits covered persons from engaging in
“any unfair, deceptive, or abusive act or practice.” 12 U.S.C. § 5536(a)(1)(B).

360. The CFPA defines an “abusive” act or practice as, inter alia, one that “takes
unreasonable advantage of a lack of understanding on the part of the consumer of the material
risks, costs, or conditions of the product or service.” 12 U.S.C. § 5531(d).

361. Most of Mariner’s victims whom it charges for hidden add-on products have no or
little idea that their loans are saddled with fees for products that are supposed to be optional and
which the consumers, when interviewed, almost universally say they would have declined to
purchase.

362. Most of Mariner’s customers have no reason to expect add-ons to be packed into

the loan, and they therefore lack understanding of the cost of the hidden add-ons.

75



Case 2:22-cv-03253 Document 1 Filed 08/16/22 Page 79 of 104

363. Moreover, since most Mariner customers do not know about the add-ons at all, most
Mariner consumers lack understanding of the material risks of the add-ons, which include
exclusions, waiting periods, and limitations that make the chances a consumer will successfully
make a claim against some products as low as 1 in 1,607.

364. And yet other Mariner customers lack an understanding of the conditions of the
add-on products. As described herein, Mariner falsely tells some consumers the add-ons are
required as part of the loan. Mariner’s rushed closing process then takes advantage of these
consumers’ lack of understanding about a key condition of the loan: that the add-ons are
supposedly optional.

365. Mariner’s practice of rushing consumers through loan closing and burying the
disclosures in a flurry of electronic documents takes unreasonable advantage of this lack of
understanding on the part of consumers.

366. Mariner employees scroll too fast through the paperwork and/or position the
computer too far for the consumer to read and understand it.

367. In Pennsylvania, these hidden charges are costing consumers, on average, $1,085.
In charging its customers for hidden add-on products, Mariner takes unreasonable advantage of a
lack of understanding on the part of the consumer of the material risks, costs, or conditions of the
product or service.

368. Yet other Mariner customers fail to understand the impact of refinancing their loans
instead of obtaining a new loan or paying off the existing loan. Mariner’s conduct related to loan
flipping—refinancing consumers’ loans where they do not understand, and Mariner fails to

explain, that it is not in their interest to do so—constitutes an “abusive” act or practice.

76



Case 2:22-cv-03253 Document 1 Filed 08/16/22 Page 80 of 104

369. Again, Mariner’s policies emphasize repeatedly refinancing loans in order to
maximize the loan balance and assess new fees and add-on products. In its effort to renew or
convert as many loans as possible, Mariner induces consumers into refinancing or renewing LBM
or other existing loans without disclosing that it is often more expensive for them to refinance an
existing loan than to make a payment or take out a new loan. In its zeal to renew or convert as
many loans as possible, Mariner takes unreasonable advantage of this lack of understanding on the
part of consumers.

370. Therefore, Mariner’s acts and practices as set forth herein constitute abusive acts
or practices in violations of sections 1031 and 1036 of the CFPA, 12 U.S.C. §§ 5531,
5536(a)(1)(B).

COUNT V - CFPA:
Mariner Violates TILA by Requiring Consumers to Pay for Add-On Products Incident to
the Extension of Credit

371. Plaintiffs re-allege and incorporate by reference the allegations contained in the
preceding paragraphs of this Complaint.

372. Section 1036(a)(1)(A) of the CFPA prohibits covered persons from offering
or providing consumer-financial products or services not in conformity with “Federal consumer
financial law” or otherwise committing any act or omission in violation of a “Federal consumer
financial law.” 12 U.S.C. § 5536(a)(1)(A).

373. TILA and Regulation Z are each a “Federal consumer financial law.” 12 U.S.C. §
5481(14) (defining “Federal consumer financial law” to include “enumerated consumer laws” and
“any rule or order prescribed by the Bureau under this title); 12 U.S.C. § 5481(12)(O) (defining

“enumerated consumer law” to include TILA).
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374. At all times relevant hereto, Mariner has regularly extended or offered consumer
credit for which a finance charge is or may be imposed or which, by written agreement, is payable
in more than four installments, making Mariner a creditor within the meaning of TILA, 15 U.S.C.
§ 1602(g) and Regulation Z, 12 C.F.R. § 1026.2(a)(17).

375. As described above, under the TILA and Regulation Z, in many cases the add-ons
constitute a “finance charge” because Mariner requires the consumer to pay for them “as a
condition of or an incident to the extension of credit.” 12 C.F.R. § 1026.4(a)(1)(1).

376. But Mariner does not include the cost of the add-ons when it calculates the finance
charge for the TILA disclosures. Instead, even in the many cases where Mariner requires
consumers to pay for the add-ons, Mariner improperly includes the add-ons in the amount
financed.

377. As a result of failing to include the add-ons in the finance charge, Mariner is
disclosing inaccurate annual percentage rates (APRs), in violation of TILA and Regulation Z. If
Mariner properly disclosed the cost of the add-ons as part of the finance charge, the disclosed APR
would be far higher.

a. For example, as set out in paragraphs 302-303, above, Mariner disclosed an

APR 0f26.21% to a consumer. Given that Mariner required that consumer to pay $785 for

add-on products that it told her were free and mandatory, Mariner should have disclosed

that $785 as part of the finance charge, not the amount financed.
b. Properly disclosing the add-on charges as part of the finance charge would
have reduced the amount finance on this loan to $2,950 (the amount the consumer thought

she was borrowing). And it would have increased the finance charge to $2,485.
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C. Properly disclosing the add-on charges on this loan would have increased

the APR to 45.2%.

378. The disclosures Mariner provides to its customers fail to disclose the finance charge
and APR, and therefore they do not comply with the requirements of Regulation Z, 12 C.F.R. §
1026.18(d) and (e).

379. Mariner’s violations of TILA and Regulation Z constitute violations of the CFPA,
12 U.S.C. § 5536(a)(1)(A).

COUNT VI - CFPA:
Mariner Violates TILA by Failing to Provide Required Disclosure

380. Plaintiffs re-allege and incorporate by reference the allegations contained in the
preceding paragraphs of this Complaint.

381. At all times relevant hereto, Mariner has regularly extended or offered consumer
credit for which a finance charge is or may be imposed or which, by written agreement, is payable
in more than four installments, making Mariner a creditor within the meaning of TILA, 15 U.S.C.
§ 1602(g) and Regulation Z, 12 C.F.R. § 1026.2(a)(17).

382. TILA requires lenders to provide a meaningful disclosure of credit terms so that
consumers will be able to compare more readily the various credit terms available to them and
avoid the uninformed use of credit, and to protect consumers against inaccurate and unfair lending
practices. 15 U.S.C. § 1601(a).

383. Under TILA, when a lender provides written disclosures and an itemization of the
amount financed to consumers it must accurately disclose “each amount that is or will be paid to
third persons by the creditor on the consumer’s behalf.” 15 U.S.C. § 1638(a)(2)(A)(iii).

384.  The written disclosures and itemization of amount financed that Mariner provided

and regularly provides to consumers violate the requirements of TILA by failing to disclose the
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amounts that Mariner pays to the credit insurers for the insurance products Mariner adds to
consumers’ loans.

385. By failing to disclose to consumers in its written disclosures the substantial
commissions it retains and deducts from each insurance premium amount identified in the
disclosures it provides to consumers, while falsely stating that the entire premium is paid “To Ins.
Company,” Mariner has systematically misled consumers and has not accurately disclosed the
amounts it paid to third-party insurers on consumers’ behalf in violation of TILA, 15 U.S.C.
§ 1638(a)(2)(A)(iii).

386. Mariner’s violations of TILA and Regulation Z constitute violations of the CFPA,
12 U.S.C. § 5536(a)(1)(A).

COUNT VII - PA CPL:
Mariner Charges Consumers for Add-On Products Without their Consent and Engages in
Loan Flipping
(Asserted by Commonwealth of Pennsylvania)

387. Plaintiff Commonwealth of Pennsylvania re-alleges and incorporates by reference
the allegations contained in the preceding paragraphs of this Complaint.

388.  As described above, Mariner misrepresents, either expressly or by implication, that
the consumer is getting a loan with no add-on products, or that the add-on products are free,
required, or both.

389. In fact, Mariner charges consumers hundreds or thousands of dollars in premiums,
fees, and interest for add-on products without their consent.

390. Mariner rushes the consumer through the closing process in hopes that he or she
will not notice the unauthorized charges.

391. Charging consumers for unwanted and duplicative credit property insurance also

violates the Pennsylvania CDCA Regulations, which require that credit property “insurance may
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be sold by a licensee only when similar coverage is not carried by a consumer or when the
consumer has similar coverage but is unable or unwilling to offer the insurance to secure a loan
transaction.” 10 Pa. Code § 41.3(k). Mariner has no policy or procedure that ensures it sells
property insurance only to consumers who lack similar homeowners or renter’s coverage or who
are unwilling or unable to use that to cover their property. As a result, and as demonstrated by
consumer interviews, Mariner frequently charges consumers for credit property in violation of this
regulation.

392. Mariner continues to hide the add-ons from consumers after loan origination and
obstructs consumers’ attempts to cancel the add-ons when consumers do discover them.

393. Mariner also misleads consumers through its practice of loan flipping: refinancing
consumers’ loans when it is not in their interest. Mariner induces consumers to refinance or renew
LBM and other existing loans in order to maximize the loan balance and assess new fees and add-
on products without disclosing that it is often more expensive for them to refinance an existing
loan than to simply make a payment or take out a new loan.

394. Mariner executes it loan flipping scheme by taking advantage of consumers’ lack
of understanding that refinancing or renewing their loans is more expensive than paying off the
existing loan or taking out a new loan. This deprives them of an opportunity to make a meaningful
informed decision with regard to their refinancing options.

395. The aforesaid methods, acts and practices constitute unfair methods of competition
and unfair acts or practices in the conduct of trade or commerce prohibited by Section 201-3 of

the PA CPL, as defined by Section 201-2 of said Law, including, but not limited to, the following:
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a. Section 201-2(4)(i1), by causing likelihood of confusion or of
misunderstanding as to the source, sponsorship, approval or certification of goods or
Services;

b. Section 201-2(4)(iii), by causing likelihood of confusion or of
misunderstanding as to affiliation, connection or association with, or certification by,
another;

C. Section 201-2(4)(v), by representing that goods or services have
sponsorship, approval, characteristics, ingredients, uses, benefits or quantities that they do
not have; and

d. Section 201-2(4)(xxi), engaging in any other fraudulent or deceptive

conduct which creates a likelihood of confusion or of misunderstanding.

73 P.S. §§ 201-3, 201-2(4)(ii), (iii), (v), (xxi).

396. The Commonwealth alleges that all of the practices described herein are performed

willfully. Accordingly, and pursuant to Section 201-8 of the PA CPL, 73 P.S. § 201-8, the

Commonwealth seeks the imposition of civil penalties of One Thousand Dollars ($1,000) for each

violation of the PA CPL, including enhanced civil penalties of Three Thousand Dollars ($3,000)

for each violation involving victims age sixty (60) or older, in addition to other relief sought, as

appropriate.

COUNT VIII - NJ CFA:

Unconscionable Commercial Practices Related to the Extension of Loan and Insurance

Products to New Jersey Consumers
(Unconscionable Commercial Practices)
(Asserted by the State of New Jersey)

397. Plaintiff, the State of New Jersey re-alleges and incorporates by reference the

allegations contained in the preceding paragraphs of this Complaint.
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398. The NJ CFA, N.J.S.A. 56:8-2, prohibits:

The act, use or employment by any person of any unconscionable commercial
practice, deception, fraud, false pretense, false promise, misrepresentation, or the
knowing[] concealment, suppression, or omission of any material fact with intent
that others rely upon such concealment, suppression or omission, in connection
with the sale or advertisement of any merchandise or real estate, or with the
subsequent performance of such person as aforesaid, whether or not any person has
in fact been misled, deceived or damaged thereby . . . .

399. The NJ CFA defines “merchandise” as including “any objects, wares, goods,
commodities, services, or anything offered, directly or indirectly to the public for sale.” N.J.S.A.
56:8-1(c).

400. At all relevant times in the course and conduct of offering and extending loans to
New Jersey consumers, Mariner has engaged in the advertisement and sale of merchandise within
the meaning of N.J.S.A. 56:8-1(c¢).

401. In operating its business, Mariner has engaged in the use of unconscionable
commercial practices and/or acts of deception.

402. Mariner has engaged in unconscionable commercial practices and/or acts of
deception including, but not limited to, the following:

a. Refusing to provide New Jersey consumers the opportunity to read,
understand, raise questions, or make objections to the cost, terms, or other obligations

pertaining to add-on products during loan closings;

b. Charging New Jersey consumers for add-ons without ever mentioning
them,;

C. Failing to disclose to New Jersey consumers the cost and material terms of
credit insurance and/or other add-on products including: (i) that the entire premium for
such products is financed up-front; (ii) that the consumer is paying interest on the premium
for such products; and (iii) that Mariner, not the consumer, is the primary beneficiary on
credit insurance policies;

d. Requiring New Jersey consumers to purchase ancillary and credit insurance

to significantly increases the cost of installment loans and then continuing to charge interest
on those add-ons after they were cancelled by the consumers;
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€. Failing to timely refund New Jersey consumers either in whole or in part
and/or respond at all to consumer inquiries regarding cancelling one or more add-on
products;

f. Refusing to name New Jersey consumers as a second beneficiary to credit
life and credit disability insurance policies’ that consumers have paid and are continuing
to paying for;

g. Providing inadequate written disclosures during loan closings that do not
correct misleading, material oral representations concerning the terms, price and/or

optionality of the add-on(s); and

h. Mailing unsolicited “Live Checks” to consumers, exposing them to identity
theft risks.

403. Each unconscionable commercial practice and/or act of deception by Mariner
constitutes a separate violation under the NJ CFA, specifically N.J.SA. 56:8-2.
COUNT IX - NJ CFA:
False Promises and/or Misrepresentations Related to the Extension of Loan and Insurance
Products to New Jersey Consumers
(False Promises, Misrepresentations)
(Asserted by the State of New Jersey)
404. Plaintiff, the State of New Jersey re-alleges and incorporates by reference the
allegations contained in the preceding paragraphs of this Complaint.
405. Mariner’s conduct in violation of the NJ CFA includes, but is not limited to, the
following false promises and/or misrepresentations:

a. Representing to New Jersey consumers that premium payments were paid
“To Ins. Company” when, in fact, Mariner deducts and retains a substantial portion of the
premium as commission for each insurance add-on product;

b. Representing to New Jersey consumers that Mariner “may” receive benefits
when, in fact, Mariner knows it is contractually entitled to receive a substantial commission
on each insurance product it sells;

C. Representing to New Jersey consumers, directly, indirectly, expressly, or

by implication that in order to obtain a loan, New Jersey consumers are required to purchase
add-on products, when such is not the case;
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d. Representing to New Jersey consumers, directly, indirectly, expressly, or
by implication that it is in their financial interest to refinance or renew existing loans, when
such 1s not the case; and

e. Representing to New Jersey consumers that monies are paid to The

American Traveler Motor Club, LLC, and Home Benefits, LLC (or other provider for the
Auto Club product) as “Cash to Borrower,” when such is not the case.

406. Each false promise and/or misrepresentation by Mariner constitutes a separate
violation under the NJ CFA, specifically N.J.SA. 56:8-2.
COUNT X — WA Consumer Protection Act:
Unfair and Deceptive Acts and Practices Related to the Extension of Loans and
Insurance, Including Charging for Add-Ons Without Consumers’ Consent,

Concealing Commissions, and Loan Flipping
(Asserted by State of Washington)

407. Plaintiff State of Washington re-alleges and incorporates by reference the
allegations contained in the preceding paragraphs of this Complaint.

408.  Pursuant to the WA CPA, RCW 19.86.020, “[u]nfair methods of competition and
unfair or deceptive acts or practices in the conduct of any trade or commerce are hereby declared
unlawful.”

409. At all relevant times in the course and conduct of offering and extending loans to
Washington consumers, Mariner engaged in “trade or commerce” as those terms are defined by
RCW 19.86.010(2).

410. In the course of operating its business, including offering and extending loans and
associated insurance products to Washington consumers, Mariner engaged in unfair and/or
deceptive acts and practices including, but not limited to, the following:

a. Refusing to provide consumers the opportunity to read, understand, raise
questions, or make objections to the cost, terms, or other obligations pertaining to add-on

products during loan closings;

b. Charging consumers for add-ons without ever mentioning them,;
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C. Concealing from consumers the substantial commission it earns from credit
1nsurers;
d. Affirmatively representing to Washington consumers that premium

payments were paid “To Ins. Company” when, in fact, Mariner deducts and retains a
substantial portion of the premium for each insurance add-on product as a commission;

€. Affirmatively representing to Washington consumers that Mariner “may”
receive benefits when Mariner knows it wil/ receive a substantial commission on each
insurance product;

f. Representing, directly or indirectly, expressly or by implication, that in
order to obtain a loan, consumers are required to purchase add-on products;

g. Failing to disclose the cost and material terms of credit insurance and/or
other add-on products including: (i) that the entire premium for such products is financed
up-front; (i1) that the consumer is paying interest on the premium for such products; and
(ii1) that Mariner, not the consumer, is the primary beneficiary on credit insurance policies;

h. Requiring consumers to purchase ancillary and credit insurance to
significantly increases the cost of installment loans and then continuing to charge interest
on those add-ons after they were cancelled by the consumers;

1. Failing to timely refund consumers either in whole or in part and/or respond
at all to consumer inquiries regarding cancelling one or more add-on products;

] Refusing to name Washington consumers as a second beneficiary to credit
life and credit disability insurance policies that consumers have paid and are continuing to
paying for;

k. Repeatedly refinancing consumer installment loans in order to assess new
fees and add-on products resulting in an increase in the cost of the loan and compounding
consumers’ terms of indebtedness;

1. Misleading consumers into believing that add-on products provide more
coverage than they actually provide; and

m. Providing inadequate written disclosures during loan closings that do not
correct misleading, material oral representations concerning the terms, price and/or

optionality of the add-on(s);

n. Mailing unsolicited “Live Checks” to tens of thousands of Washington
consumers each year, exposing them to identity theft risks;

0. Misrepresenting monies paid to providers of Auto Club products as “Cash
to Borrower” without corresponding itemization on the Note; and
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p. Misleading consumers by inducing them into refinancing or renewing LBM
and other existing loans without disclosing that it is often more expensive for them to
refinance an existing loan than to simply make a payment or take out a new loan (“loan

flipping”).

411. Mariner’s aforesaid unfair and deceptive methods, acts, and practices have affected
the public interest in that they impacted numerous Washington consumers. These practices
constituted a pattern of conduct that Mariner committed in the course of business and are likely to
continue without relief from this Court.

412. The conduct described in Counts I and II herein in violation of the CFPA’s
prohibition of “any unfair, deceptive, or abusive act or practice” pursuant to 12 U.S.C. §
5536(a)(1)(B) also constitutes unfair and/or deceptive acts or practices in trade or commerce in
violation of the WA CPA, RCW 19.86.020. These practices constitute a pattern of conduct
impacting the public interest and are likely to continue without relief from this Court.

413.  The conduct described in Count V herein that constitutes a violation of the CFPA’s
prohibition on covered persons offering or providing consumer-financial products or services not
in conformity with “Federal consumer financial law” or otherwise committing any act or omission
in violation of a “Federal consumer financial law” pursuant to 12 U.S.C. § 5536(a)(1)(A) also
constitutes unfair and/or deceptive acts or practices in trade or commerce in violation of the WA
CPA, RCW 19.86.020. These practices constitute a pattern of conduct impacting the public interest
and are likely to continue without relief from this Court.

414. The conduct described in Count VI herein in violation of the TILA’s requirement
that lenders provide meaningful disclosure of credit terms, pursuant to 15 U.S.C. § 1601(a), and
that written disclosures and itemizations of the amount financed to consumers must accurately

disclose “each amount that is or will be paid to third persons by the creditor on the consumer’s
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behalf” pursuant to 15 U.S.C. § 1638(a)(2)(A)(iii), also constitute unfair and/or deceptive acts or
practices in trade or commerce in violation of the WA CPA, RCW 19.86.020. These practices
constitute a pattern of conduct impacting the public interest and are likely to continue without
relief from this Court.

415. Based on the above described unfair acts and practices, Washington is entitled to
relief under the WA CPA, including injunctive relief and restitution pursuant to RCW 19.86.080,
civil penalties pursuant to RCW 19.86.140 for each and every violation of RCW 19.86.020, and
reimbursement of the costs of this action, including reasonable attorneys’ fees, pursuant to RCW
19.86.080.

COUNT XI — WA Consumer Protection Act:
Unfair and Deceptive Non-Disclosure of Commissions
(Asserted by State of Washington)

416. Plaintiff State of Washington re-alleges and incorporates by reference the
allegations contained in the preceding paragraphs of this Complaint.

417. As a licensed insurance producer in the State of Washington, Mariner is required
to disclose to consumers, in writing, the full amount of each commission it receives from credit
insurers for the credit insurance products it adds to consumer loans in Washington.

418. Under the Washington Insurance Code, RCW 48.17.270, if the compensation
Mariner receives on the sale of credit insurance includes a fee, it is required as an insurance
producer to disclose in writing “the full amount of any commission paid to the insurance producer,
if one is received.”

419. Mariner charges Washington consumers a “Prepaid Finance Charge (Loan

Origination Fee)” on all loans made in Washington, which is a fee that is tied to the total amount
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financed, and includes a fee for all credit insurance premiums added by Mariner which are financed
as part of the loan.

420. In the course of operating its business, including offering and extending loans and
associated insurance products to Washington consumers, Mariner violated RCW 48.17.270
including, but not limited to, the following acts and practices:

a. Failing to disclose to consumers that Mariner deducts and retains a
substantial portion of the premium for each insurance add-on product as a commission;

b. Failing to disclose to consumers that Mariner only pays a portion of
insurance premiums to the insurer while deducting and retaining a substantial portion for
itself as a commission; and

C. Failing to disclose to consumers that Mariner deducts a commission of 25%
to 75% of the net written premium charged to the consumer for each insurance product.
421. The conduct described in this Count XI in violation of RCW 48.17.270 also

constitute unfair and/or deceptive acts or practices in trade or commerce in violation of the WA
CPA, RCW 19.86.020. These practices constitute a pattern of conduct impacting the public interest
and are likely to continue without relief from this Court.

422. Based on these unfair acts and practices, Washington is entitled to relief under the
WA CPA including injunctive relief and restitution pursuant to RCW 19.86.080, civil penalties
pursuant to RCW 19.86.140 for each and every violation of RCW 19.86.020, and reimbursement

of the costs of this action, including reasonable attorneys’ fees, pursuant to RCW 19.86.080.
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Count XII - PA CPL:
Failure to Make Required Disclosures Prior to Consummation of the Loan
(Asserted by Commonwealth of Pennsylvania)

423. Plaintiff Commonwealth of Pennsylvania re-alleges and incorporates by reference
the allegations contained in the preceding paragraphs of this Complaint.

424. Under the TILA and Regulation Z, in many cases the add-ons constitute a “finance
charge” because Mariner requires consumers to pay for them “as a condition of or an incident to
the extension of credit.” 12 C.F.R. § 1026.4(a)(1)(1).

425. In many cases, therefore, the disclosures Mariner provides to its customers fail to
disclose the finance charge and APR as defined in Regulation Z, 12 C.F.R. § 1026.18(d) and (e).

426. Asdescribed above, Mariner has every consumer sign an E-Sign Agreement as part
of the electronic closing process that takes place using Mariner’s far-away hard-to-read computer
screen. However, this process does not comply with the E-Sign Act’s requirement that, “[T]he
consumer ... consents electronically, or confirms his or her consent electronically, in a manner that
reasonably demonstrates that the consumer can access information in the electronic form that will
be used to provide the information that is the subject of the consent.” 15 U.S.C. § 7001(c)(1)(C)(i1)
(emphasis added).

427. When the consumer signs the E-Sign Agreement using Mariner’s computer, this
signature does not reasonably demonstrate that the consumer can access the information in
electronic form. (Some consumers have provided such demonstration by signing an E-Sign
Agreement from their home computer when they first applied for the loan — but Mariner skips this
step with many consumers).

428. Mariner has no way of knowing whether every one of its consumer has access to a

computer, internet, or even a smart phone at home.
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429. As described in Count V Mariner also violates TILA’s requirement that lenders
provide meaningful disclosure of credit terms, pursuant to 15 U.S.C. § 1601(a), and that written
disclosures and itemizations of the amount financed to consumers must accurately disclose “each
amount that is or will be paid to third persons by the creditor on the consumer’s behalf” pursuant
to 15 U.S.C. § 1638(a)(2)(A)(iii).

430. The aforementioned acts and practices constitute unfair methods of competition
and/or unfair acts or practices as prohibited by Section 201-3 of the PA CPL, as defined by Section
201-2(4) of said Law, including without limitation:

a. Section 201-2(4)(i1), by causing likelihood of confusion or of
misunderstanding as to the source, sponsorship, approval or certification of goods or
Services;

b. Section 201-2(4)(iii), by causing likelihood of confusion or of
misunderstanding as to affiliation, connection or association with, or certification by,
another;

C. Section 201-2(4)(v), by representing that goods or services have
sponsorship, approval, characteristics, ingredients, uses, benefits or quantities that they do
not have; and

d. Engaging in any other fraudulent or deceptive conduct which creates a
likelihood of confusion or of misunderstanding, in violation of Section 201-2(4)(xxi).

73 P.S. §§ 201-3, and 201-2(4)(ii), (iii), (v), (xxi).

431. The Commonwealth alleges that all of the practices described herein are performed

willfully. Accordingly, and pursuant to Section 201-8 of the PA CPL, 73 P.S. § 201-8, the

Commonwealth seeks the imposition of civil penalties of One Thousand Dollars ($1,000) for each

91



Case 2:22-cv-03253 Document 1 Filed 08/16/22 Page 95 of 104

violation of the PA CPL, including enhanced civil penalties of Three Thousand Dollars ($3,000)
for each violation involving victims age sixty (60) or older, in addition to other relief sought, as
appropriate.
COUNT XIII - NJ CFA:
Requesting or Requiring Consumers Execute Insurance and Loan Agreements without
Simultaneously Providing Consumers a Print Copy of Same
(Failure to Provide a Copy)
(Asserted by State of New Jersey)

432. Plaintiff State of New Jersey re-alleges and incorporates by reference the
allegations contained in the preceding paragraphs of this Complaint.

433. The NJ CFA, specifically N.J.S.A. 56:8-2.22, prohibits:

aperson in connection with a sale of merchandise to require or request the consumer

to sign any document as evidence or acknowledgment of the sales transaction, of

the existence of the sales contract, or of the discharge by the person of any

obligation to the consumer specified in or arising out of the transaction or contract,

unless he shall at the same time provide the consumer with a full and accurate copy

of the document so presented for signature but this section shall not be applicable

to orders placed through the mail by the consumer for merchandise.

434. At all relevant times in the course and conduct of offering and extending loans to
New Jersey consumers, Mariner has engaged in the advertisement and sale of merchandise within
the meaning of N.J.S.A. 56:8-1(c¢).

435. At all relevant times, Mariner uses computer monitors to display the terms of
insurance and loan agreements during loan closings.

436. When describing the terms of insurance and loan agreements, Mariner exercises

exclusive control over the action of moving the computer’s displayed text of the insurance and

loan agreement terms up, down, or across the computer screen.
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437. Mariner requires or requests consumers momentarily use a computer mouse or
digital signature pad only to digitally acknowledge acceptance of the insurance and loan
agreements.

438. Mariner does not simultaneously provide a printed copy of the loan documents
when it requests or requires consumers to digitally acknowledge insurance and loan agreements.

439. Mariner’s conduct constitutes a violation of the NJ CFA, specifically N.J.S.A. 56:8-
2.22.

COUNT X1V - PA CPL:
Charging Interest Rates in Excess of the Usury Limit
(Asserted by Commonwealth of Pennsylvania)

440. Plaintiff Commonwealth of Pennsylvania re-alleges and incorporates by reference
the allegations contained in the preceding paragraphs of this Complaint.

441. In Pennsylvania, lenders such as Mariner that are licensed under the Consumer
Discount Company Act (CDCA), 7 P.S. §§ 6201-6219 are permitted to charge an annual interest
rate up to approximately 24-27%. See Pa. Dept. of Banking v. NCAS of Delaware, LLC, 948 A.2d
752 (Pa. 2008). (The CDCA provides a discount rate and service charge limit, which is why the
maximum permissible rate fluctuates depending on the loan term and size.) The CDCA’s usury
limit applies to all credit-related charges, however labeled, and applies to credit lines as well as
fixed-amount loans. /d.

442. In many cases Mariner charges consumers interest that is at or near the maximum
interest under state law.

443.  Asdescribed above, in many cases Mariner is disclosing inaccurate finance charges

and APRs to consumers.
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444.  As shown in the example above, with the add-ons properly included in the finance
charge, the disclosed APR on the loan can exceed 40%.

445.  Therefore the interest rates on many of Mariner’s loans in Pennsylvania exceed the
CDCA'’s usury limit.

446. These practices constitute unfair methods of competition and unfair acts or
practices in the conduct of trade or commerce prohibited by Section 201-3 of the PA CPL, as
defined by Section 201-2 of said Law, including, but not limited to, the following:

a. Section 201-2(4)(i1), by causing likelihood of confusion or of
misunderstanding as to the source, sponsorship, approval or certification of goods or
Services;

b. Section 201-2(4)(iii), by causing likelihood of confusion or of
misunderstanding as to affiliation, connection or association with, or certification by,
another;

C. Section 201-2(4)(v), by representing that goods or services have
sponsorship, approval, characteristics, ingredients, uses, benefits or quantities that they do
not have; and

d. Section 201-2(4)(xxi), engaging in any other fraudulent or deceptive
conduct which creates a likelihood of confusion or of misunderstanding.

73 P.S. §§ 201-3, and 201-2(4)(ii), (iii), (v), (xxi).

447. The Commonwealth alleges that all of the practices described herein are performed
willfully. Accordingly, and pursuant to Section 201-8 of the PA CPL, 73 P.S. § 201-8, the
Commonwealth seeks the imposition of civil penalties of One Thousand Dollars ($1,000) for each

violation of the PA CPL, including enhanced civil penalties of Three Thousand Dollars ($3,000)
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for each violation involving victims age sixty (60) or older, in addition to other relief sought, as
appropriate.
COUNT XV - PA CPL:
Sale of AD&D in Violation of CDCA Regulation
(Asserted by Commonwealth of Pennsylvania)

448.  Plaintiff Commonwealth of Pennsylvania re-alleges and incorporates by reference
the allegations contained in the preceding paragraphs of this Complaint.

449. Under the Pennsylvania CDCA regulations, 10 Pa. Code § 41.3(/), sales of
accidental death and dismemberment insurance (AD&D), service club memberships, or
association-type membership policies shall be “completely voluntary.” In order to prevent lenders
from adding such services to a consumer’s loan without the consumer’s consent, Pennsylvania law
explicitly prohibits lenders from “initiat[ing]” an effort to sell these types of add-ons to a borrower
until after the lender has given the borrower the loan proceeds: “the disbursement of the loan
proceeds to the borrower, shall be concluded before the licensee may initiate an effort to sell the
services to the borrower.” /d.

450.  As described above, Mariner, as a licensed consumer discount company, has been
violating this regulation since at least 2015. In the course of its business and as described in its
policies and procedures, Mariner routinely initiates the effort to sell AD&D and auto club to
Pennsylvania borrowers before it disburses the loan funds to them.

451. Mariner’s policy and practice require consumers to sign the AD&D and/or auto
club paperwork on the electronic closing system before any check is handed over.

452. Mariner caused a likelihood of confusion or misunderstanding by misrepresenting,

explicitly or implicitly, that it was legal for Mariner to initiate an effort to sell AD&D and Auto

Club to consumers prior to the disbursement of loan funds. In fact, such conduct explicitly violates
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the CDCA regulations’ prohibition on selling such add-ons prior to disbursement of funds. 10 Pa.
Code § 41.3()).

453. The aforementioned acts and practices constitute unfair methods of competition
and/or unfair acts or practices as prohibited by Section 201-3 of the PA CPL, as defined by Section
201-2(4) of said Law, including without limitation:

a. Section 201-2(4)(i1), by causing likelihood of confusion or of
misunderstanding as to the source, sponsorship, approval or certification of goods or
Services;

b. Section 201-2(4)(iii), by causing likelihood of confusion or of
misunderstanding as to affiliation, connection or association with, or certification by,
another;

C. Section 201-2(4)(v), by representing that goods or services have
sponsorship, approval, characteristics, ingredients, uses, benefits or quantities that they do
not have; and

d. Section 201-2(4)(xxi), by engaging in any other fraudulent or deceptive
conduct which creates a likelihood of confusion or of misunderstanding.

73 P.S. §§ 201-3, and 201-2(4)(ii), (iii), (v), (xxi).

454. The Commonwealth alleges that all of the practices described herein are performed
willfully. Accordingly, and pursuant to Section 201-8 of the PA CPL, 73 P.S. § 201-8, the
Commonwealth seeks the imposition of civil penalties of One Thousand Dollars ($1,000) for each
violation of the PA CPL, including enhanced civil penalties of Three Thousand Dollars ($3,000)
for each violation involving victims age sixty (60) or older, in addition to other relief sought, as

appropriate.
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PRAYER FOR RELIEF

WHEREFORE, the Plaintiffs respectfully request that this Honorable Court issue an
Order:

A. Declaring Mariner’s conduct as described herein above to be in violation of the
CFPA, the PA CPL, the NJ CFA, and the WA CPA.

B. Permanently enjoining Mariner and all other persons acting on its behalf, directly
or indirectly, from violating the CFPA, the PA CPL, the NJ CFA, the WA CPA, or any other
provision of Federal consumer financial law, as defined by 12 U.S.C. § 5481(14), and any
amendments thereto;

C. Directing Mariner to make full restitution to all borrowers who have suffered losses
as a result of the acts and practices alleged in this complaint and any other acts or practices proved
by the Plaintiffs;

D. Permanently enjoining Mariner from selling, assigning, transferring, conveying,
collecting or causing to be collected (including but not limited to through litigation or judgments)
any portion of a loan (including principal and interest) that resulted from charges for add-on
products;

E. Directing Mariner to withdraw any judgments, liens, garnishments, claims in
bankruptcy, or other legal proceedings that Mariner have been initiated or entered against
consumers relating to any loans that included charges for add-on products;

F. Directing Mariner to cease and desist furnishing any negative credit information to

a consumer reporting agency with respect to any loans that included charges for add-on products;
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G. If Mariner has furnished such negative credit information to a consumer reporting
agency with respect to any loans that included charges for add-on products, directing Mariner to
instruct the consumer reporting agency to delete all such negative credit information;

H. Directing Mariner to disgorge and forfeit all money it has derived as a result of the
conduct alleged herein,;

L. For those loans where required add-ons cause the interest rate to exceed a state
usury limit, invalidating any beneficial interest in consumer debt purportedly owed by consumers
and declaring that those balances were void ab initio;

K. Directing Mariner to pay to Plaintiffs appropriate civil penalties pursuant to the
CFPA, the PA CPL, the NJ CFA, and/or the WA CPA;

L. Directing the rescission or reformation of contracts where necessary to redress
injury to borrowers;

M. Directing Mariner to pay the Plaintiffs’ investigative and litigation costs in this
matter;

N. For any loans with add-ons that are secured by a motor vehicle, directing Mariner
to, within thirty (30) days: (1) provide the state department of motor vehicles with all documents
necessary to mark as satisfied and released any related liens, and (2) convey proper and rightful
vehicle title to the owners of such vehicles; and

0. Granting such other general, equitable, and/or further relief as the Court deems just
and proper.

[Signature Pages Follow]
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Dated: August 16, 2022

Respectfully submitted,
FOR THE COMMONWEALTH OF PENNSYLVANIA:

Josh Shapiro
Attorney General

_/s/ Nicholas Smyth
Nicholas F. B. Smyth, PA 307972
Senior Deputy Attorney General

Assistant Director for Consumer Financial Protection
Christopher T. Dey, PA 330000

Attorneys for Plaintiff Commonwealth of Pennsylvania
Office of Attorney General

1600 Arch St, 3" Floor

Philadelphia, PA 19103

FOR THE DISTRICT OF COLUMBIA:

KARL A. RACINE
Attorney General for the District of Columbia

KATHLEEN KONOPKA
Deputy Attorney General
Public Advocacy Division

s/ Adam Teitelbaum
ADAM TEITELBAUM (#1015715)
Director, Office of Consumer Protection

s/ Wendy Weinberg

WENDY J. WEINBERG (#44560)
Senior Assistant Attorney General
Office of Consumer Protection
Office of the Attorney General
400 Sixth Street, N.W., 10" Floor
Washington, D.C. 20001

(202) 717-1383
Wendy.Weinberg@dc.gov
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FOR THE STATE OF NEW JERSEY:

MATTHEW J. PLATKIN
ACTING ATTORNEY GENERAL OF NEW JERSEY

/s/Yale Leber

YALE LEBER, NJ 207732017

ZEYAD ASSAF, NJ 290002021
ANDREW ESOLDI, NJ 326042020
CATHLEEN O’DONNELL, NJ 002311999
Deputy Attorneys General

Attorneys for the State of New Jersey
New Jersey Office of the Attorney General
Division of Law

Consumer Fraud Prosecution Section
124 Halsey Street, Fifth Floor
Newark, NJ 07102

(973) 648-3798
yale.leber@law.njoag.gov
zeyad.assaf(@law.njoag.gov
andrew.esoldi@law.njoag.gov
cathleen.o_donnell@law.njoag.gov

FOR THE STATE OF OREGON:

ELLEN F. ROSENBLUM
Attorney General

s/ Joseph Ferretti
JOSEPH S. FERRETTI, OSB 201944
Assistant Attorney General

Attorney for the State of Oregon
Oregon Department of Justice

Civil Enforcement Division
Consumer Protection Section

100 SW Market St., Fourth Floor
Portland, OR 97201

Phone: (971) 718-6066
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Credit Contact Version 14
Print This Page
Credit and Contact Authorization

By clicking the “submit” button or otherwise providing responses to application questions, I understand that I
am making application to Mariner Finance, LLC or one of its affiliated companies (“Mariner”) for a loan for the
purpose described in the application. If the application is submitted through one or more third parties to
Mariner, I authorize such third parties to share any information that I have provided with Mariner. I authorize
Mariner to order credit reports on me from time to time and to make whatever credit inquiries Mariner deems
necessary in connection with this credit application or in the course of review, refinance or collection of any
credit extended in reliance on this application. [ authorize any person or consumer reporting agency to
complete, compile and furnish to Mariner any information that Mariner may request. [ certify that all
information I have provided in connection with this application and request for credit is true, accurate and
complete. I authorize Mariner (and any financial service provider that Mariner may ask to evaluate my request)
to verify the information I have given and obtain information about me from a consumer reporting agency or
other sources. I agree that all information that I provide or that Mariner obtains in connection with my
application or otherwise: (1) may be used by Mariner to process my request and that Mariner may contact me
using any telephone number and/or email address that I have provided; (ii) will remain Mariner’s property
whether or not credit is extended; and (iii)) may be disclosed by Mariner to any of Mariner’s subsidiaries,
affiliates, and assigns.

By providing my mobile and/or home number (including any phone number that I later convert to a mobile
phone number) or email through this application or otherwise, I consent to receive informational calls, text
messages (including by auto dialers and/or with pre-recorded messages) by or on behalf of Mariner regarding
the processing of my request and, if approved, for other transactional purposes, such as the collection and
servicing of my account(s). I understand that my consent for non-marketing, informational calls and messages
applies to each phone number that I voluntarily provide to Mariner now or in the future.

I understand that any text messages Mariner sends to me may be accessed by anyone with access to my text
messages. | acknowledge that my mobile phone service provider may charge me fees for text messages that
Mariner sends to me, and | agree that Mariner shall have no liability for the cost of any such text messages. I
understand that I may unsubscribe from text messages by replying “STOP” to any text message that I receive
from Mariner or on Mariner’s behalf.

As of October 4, 2018
Terms of Use Version 11
Print This Page

Website Terms of Use

Mariner Finance, LLC, its parent companies and their respective subsidiaries and affiliated companies,
(collectively and alternatively, “Mariner Finance” or the “Mariner Finance family”), own, operate and/or control
a global network of websites and web pages, including www.marinerfinance.com (collectively the “Sites”).
Social media channels, such as Mariner Finance’s Facebook, Twitter, LinkedIn and other similar pages
(collectively, “Social Media Channels”), profiles and accounts and such other features or functionality as
Mariner Finance may participate in with respect to its use of existing and future digital and other interactive
media opportunities, are included within the term “Sites.” These Sites are provided to visitors and users of the
Sites (collectively, “you” or “your”) only if you agree to these Terms of Use unconditionally and without
modification. Your use of any of the Sites constitutes your acceptance and agreement to all these terms and
conditions. Additional terms and conditions may apply if you apply for financing online, to purchases of goods
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or services and to specific portions or features of the Sites (such as sweepstakes or public forums), all of which
are incorporated into these Terms of Use. You will be bound by such additional terms should you use the
specific features or portions of the particular Sites. If such additional terms conflict with these Terms of Use, the
additional terms shall apply. PLEASE TAKE THE TIME TO READ ALL TERMS OF USE CAREFULLY
BEFORE USING THE SITES. By accessing, registering on or otherwise using any of the Sites, you
unconditionally agree to these Terms of Use whether or not you have read them. If you do not agree to these
Terms of Use, you may not access, view or use the Sites.

1. GENERALLY

You are free to browse the Sites to learn more about Mariner Finance and the Mariner Finance family of
products and services. The Sites and all material posted on the Sites or otherwise approved by Mariner Finance
(collectively, “Licensed Content”) may be used for the sole and limited purposes set forth in the Sites and these
Terms of Use. You may view and print portions of the Licensed Content for your own internal use but not for
resale or other commercial exploitation and not for use other than as provided in these Terms of Use. Any other
use of Licensed Content without Mariner Finance’s prior written approval is strictly prohibited.

2. PRIVACY

Mariner Finance values its relationship with visitors and customers and uses commercially available technology
to safeguard information collected through the Sites. However, the internet is an open medium and no data
transmission through the internet is completely secure. Therefore, Mariner Finance does not guaranty or
warranty the security of general information you provide. For more information on how Mariner Finance uses
information you provide through the Sites, please review Mariner Finance’s Privacy Statement and Privacy
Notice.

3. USER CONDUCT; SOCIAL MEDIA CHANNELS/BLOGS/USER SUBMISSIONS

In general, Mariner Finance expects visitors to interact with Mariner Finance and other users of the Sites in a
courteous manner and in compliance with all laws. If you choose to “like,” “follow” or otherwise communicate
with Mariner Finance through Social Media Channels, you agree to comply with all rules, guidelines, best
practices, terms of service as may be established from time to time by Social Media Channel operators in
addition to these Terms of Use as well as any additional rules, terms of use, community guidelines or conduct
codes that Mariner Finance may establish in connection with your use of Mariner Finance’s Social Media
Channels. Please review the Community Guidelines and other terms of use before participating on our Facebook

page.

Any comments, blogs, discussions, data, images, sounds, text, product ideas, suggestions or enhancements, as
well as anything embedded therein, material, information or other communication you transmit, upload or post
to the Sites, generally and through Social Media Channels and other the public forums, or email to Mariner
Finance (collectively, “Communications”) are non-confidential, nonproprietary and become the property of
Mariner Finance. Mariner Finance has no obligation to preserve the confidentiality of or refrain from disclosing
any Communications. You recognize and acknowledge that your submission of any suggestions, ideas, images,
sounds, enhancements, data or other material is done on a non-confidential, non-proprietary basis, without
expectation of compensation or attribution of any sort. Mariner Finance has no liability for and will be free to
copy, disclose, distribute, incorporate and otherwise use all or any part of any Communications for any and all
commercial or noncommercial purposes in any medium whatsoever without additional consent or approval from
you. Please exercise caution and discretion in disclosing personal information through, including uploading
photos to, any public forums.

You are solely responsible for your Communications and your activities on the Sites. Although Mariner Finance
will not, and has no obligation to, monitor your Communications, it has the right not to post or publish Licensed
Content and/or your Communications and to delete, remove or edit any Licensed Content and or
Communications at any time in its sole discretion without notice or liability of any notice or sort. Under no
circumstances is or will Mariner Finance or its affiliates be liable in any way for any Communications, your or
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another’s use of the Sites or any Licensed Content, including but not limited to any errors or omissions in any
Licensed Content, or for loss or damage of any kind incurred as a result of the use of any Licensed Content via
the Sites.

4. ACCESS BY CHILDREN

The Sites are intended for use by adults who are actual or potential purchasers of Mariner Finance products and
services. Sites are not directed at children. Mariner Finance does not target or market to, and the Sites are not
intended for use by, children under the age of 13. Mariner Finance does not knowingly and will not intentionally
contact or request personal information from children under the age of 13 for marketing purposes. However, the
Sites do not filter ads or other material children may view through the Sites or linked sites, some of which may
be inappropriate for children.

S. INDEMNITY

To the extent permitted by law, you agree to indemnify, defend, release and hold Mariner Finance, its officers,
directors, suppliers, service providers, co-branders or other partners, agents and employees, and those of its
affiliates, harmless from all claims, demand, damages, fees and costs of any nature, including reasonable fees of
attorneys and other professionals, due to or arising out of anything you submit, transmit through or upload to the
Sites, your Communications, your use of the Sites, your connection to the Sites, your violation of these Terms of
Use, and/or your violation of anyone’s legal rights.

6. MODIFICATIONS TO THE SITES AND THESE TERMS OF USE

From time to time Mariner Finance may change the Licensed Content, the products and services offered, disable
certain features of the Sites or expand the Sites’ capability. Mariner Finance also reserves the right at any time
and from time to time to modify these Terms of Use, the Sites, their functionality and capabilities and/or
discontinue, temporarily or permanently, the Sites (or any part thereof) with or without notice. You will be
bound by the modifications if you use the Sites after a modification has been made. You agree that Mariner
Finance shall not be liable to you or to any third party in any way as a result of any such modification.

7. TERMINATION

Mariner Finance, in its sole discretion and without liability, may suspend or terminate your access or use of the
sites for any reason, but especially if Mariner Finance believes that you have violated or acted inconsistently
with the letter or spirit of these Terms of Use. Mariner Finance also may, in its sole discretion at any time
discontinue providing the Sites, or any part thereof, with or without notice. Mariner Finance may suspend,
terminate and/or bar further access to the Sites at any time without prior notice to you. Mariner Finance shall not
be liable to you or any third party for any suspension or termination of any access to or use of the Sites.

8. LINKS

The Sites may contain links to other internet websites or resources. When you link to those sites, you leave the
Sites. Mariner Finance has no control over third-party sites, their content and resources or the business practices
or policies of operators of such sites. Mariner Finance’s privacy terms do not apply to the practices of any
companies or individuals operating the linked sites. Please use caution and review the privacy policies of any
sites that you visit to learn more about their information-gathering practices. Mariner Finance cannot control, nor
is it responsible, for any such third party collection or use of your personal information. Mariner Finance
expressly disclaims all responsibility or liability for the availability or accuracy of such external sites or
resources or the content thereon, does not endorse and is not responsible or liable for any advertising, products
or other materials on or available from such sites or resources. The inclusion of any link on the Sites does not
imply that Mariner Finance endorses the third-party site accessible through such link. Your use of any links is at
your own risk. You further acknowledge and agree that Mariner Finance shall not be responsible or liable,
directly or indirectly, for any damage or loss caused or alleged to be caused by or in connection with your use of
or reliance on any goods, services or materials available on or through any such link, site or resource.
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9. MARINER FINANCE’S PROPRIETARY RIGHTS

Everything you see or read on the Sites, including the expression, coordination, selection, arrangement,
collection, compilation, assembly and arrangement of the Sites and Licensed Content, is protected by all United
States and international copyright and trademark laws, and may not be used except as provided in these Terms of
Use without Mariner Finance’s express written permission. The Sites and any necessary software or other
technology used in connection with the Sites (“Software”), the collection, compilation, assembly and
arrangement of Licensed Content, all images, photography, graphics, artwork, text, and other information and
material found on the Sites, regardless of source, all Marks and other intellectual property relating thereto and all
information and data collected through the Sites (all of which are included in and as the “Licensed Content”), is
owned by Mariner Finance, LLC and/or its subsidiaries, affiliates or other designee, its suppliers or partners, is
used under license granted to Mariner Finance and contains proprietary and confidential information that is
protected by all applicable intellectual property and other laws. All trademarks, logos, trade names, trade dress,
product and service marks, individually or combined with one another, including the words “Mariner Finance”
and the Mariner Finance compass, and all stylized and/or graphical depictions of all of the foregoing and all
logos and slogans, individually and/or as may be combined with one another, (collectively the “Marks”) and
whether or not registered, are owned by and are proprietary to Mariner Finance or other designees, or other third
party owners who have granted Mariner Finance the right and license to use its marks (“Third Party Marks”).
You may not use or display the Marks or Third Party Marks in any manner without the prior written consent of
the applicable owner. This includes use of the Sites addresses or Marks in page text, as key words, meta tags or
any other “hidden text.” Other product or service names, logos, graphics, page headers, button icons and scripts
are trademarks or trade dress of Mariner Finance or other designees and may not be used in connection with any
other product or service in any manner, but especially not in a manner that is likely to cause confusion in the
marketplace or in any matter that disparages or discredits the owner, Mariner Finance or its affiliated companies.
Mariner Finance may use any such material in any manner for any reason without your consent, fee or obligation
to account to you in any way, and, unless you and Mariner Finance agree otherwise in writing, Mariner Finance
is and shall be the sole and exclusive owner.

10. NOTICES AND PROCEDURES FOR MAKING CLAIMS OF COPYRIGHT INFRINGEMENT

Pursuant to Title 17, United States Code, Section 512(c)(2), notifications of claimed copyright infringement
should be sent to Mariner Finance.

Mariner Finance respects the intellectual property of others, and asks its users and visitors to do the same.
Mariner Finance will investigate notices of alleged infringement and will take appropriate actions under the
Digital Millennium Copyright Act (“DMCA”) and other applicable intellectual property laws. Upon receipt of
notices complying with the DMCA, Mariner Finance will act to remove or disable access to any material found
to be infringing or found to be the subject of infringing activity and will act to remove or disable access to any
reference or link to material or activity that is found to be infringing.

If you believe that your work has been copied in any way that constitutes copyright infringement, please provide
all of the following information:

1. a physical or electronic signature of the person authorized to act on behalf of the owner of an exclusive right
that is allegedly infringed,

2. a description of the copyrighted work that you claim has been infringed;
3. a description of the material that you claim is infringing or is the subject of infringing activity, that it is to be
removed or access to it disabled and information reasonably sufficient to enable Mariner Finance to locate the

material on the Sites;

4. your name, address, telephone number, email address and all other information reasonably sufficient to enable
Mariner Finance to contact you;
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5. a statement by you that you have a good faith belief that use of the material as described by you is not
authorized by the copyright owner, its agent, or the law;

6. a statement by you, made under penalty of perjury, that the information in your notification is accurate and
that you are the copyright owner or authorized to act on behalf of the owner of an exclusive right that is
allegedly infringed.

Notices of copyright infringement should be directed to:

By Mail

Mariner Finance, LLC
8211 Town Center Dr
Baltimore, MD 21236
Attn: Webmaster

By Email

marketing(@marinerfinance.com

(Please include “Notice of Infringement” in the subject line.)

IMPORTANT NOTE: THE PRECEDING INFORMATION IS PROVIDED EXCLUSIVELY FOR
NOTIFYING MARINER FINANCE THAT YOUR COPYRIGHTED MATERIAL MAY HAVE BEEN
INFRINGED. ALL OTHER INQUIRIES, SUCH AS PRIVACY OR PRODUCT-RELATED QUESTIONS
AND REQUESTS WILL NOT RECEIVE A RESPONSE THROUGH THIS PROCESS.

11. DISCLAIMERS AND LIMITATIONS OF LIABILITY

MARINER FINANCE DISCLAIMS ALL REPRESENTATIONS OR WARRANTIES ABOUT THE
ACCURACY OR COMPLETENESS OF THE SITES OR LICENSED CONTENT.

YOU EXPRESSLY UNDERSTAND AND AGREE THAT:

(A) YOUR USE OF THE SITES AND ANY PARTICULAR FEATURE IS AT YOUR SOLE RISK. THE
SITES ARE PROVIDED ON AN “AS IS” AND “AS AVAILABLE” BASIS. MARINER FINANCE
EXPRESSLY DISCLAIMS ALL WARRANTIES OF ANY KIND, WHETHER EXPRESS OR IMPLIED,
INCLUDING, BUT NOT LIMITED TO THE IMPLIED WARRANTIES OF MERCHANTABILITY, FITNESS
FOR A PARTICULAR PURPOSE, WARRANTIES ARISING FROM COURSE OF DEALING OR COURSE
OF PERFORMANCE, FREEDOM FROM MALICIOUS CODE, NON-INFRINGEMENT AND
NONINTERFERENCE WITH YOUR USE OF ALL OR ANY PART OF THE SITES.

(B) ANY MATERIAL YOU DOWNLOAD OR OTHERWISE OBTAIN THROUGH USE OF THE SITES IS
DONE AT YOUR OWN DISCRETION AND RISK AND THAT YOU ARE SOLELY RESPONSIBLE FOR
ANY RESULTING DAMAGE.

(C) NO ADVICE OR INFORMATION, WHETHER ORAL OR WRITTEN, OBTAINED BY YOU FROM
MARINER FINANCE OR THROUGH OR FROM THE SITES SHALL CREATE ANY WARRANTY NOT
EXPRESSLY STATED IN THESE TERMS OF USE OR OTHERWISE APPLICABLE PURSUANT TO
YOUR PURCHASE OF MARINER FINANCE PRODUCTS.

YOU EXPRESSLY UNDERSTAND AND AGREE THAT MARINER FINANCE SHALL NOT BE LIABLE
FOR ANY DAMAGES WHETHER DIRECT, INDIRECT, INCIDENTAL, SPECIAL, CONSEQUENTIAL OR
EXEMPLARY DAMAGES, INCLUDING BUT NOT LIMITED TO DAMAGES FOR LOSS OF PROFITS,
GOODWILL, USE, DATA OR OTHER INTANGIBLE LOSSES (EVEN IF MARINER FINANCE HAS BEEN
ADVISED OF THE POSSIBILITY OF SUCH DAMAGES), WHETHER ARISING OUT OF OR IN
CONNECTION WITH THE USE OR THE INABILITY TO USE, ACCURACY OF THE INFORMATION,
PRODUCTS AND MATERIALS SHOWN OR AVAILABLE FROM THE SITES OR ANY OTHER MATTER
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RELATING TO YOUR ACCESS TO OR USE OF THE SITES. IN ANY CASE, MARINER FINANCE’S
SOLE LIABILITY, AND THAT OF ITS LICENSORS, SUPPLIERS AND BUSINESS PARTNERS, IS
LIMITED TO FIVE DOLLARS ($5.00). YOUR LEGAL RIGHTS WITH RESPECT TO THESE
DISCLAIMERS AND WAIVERS MAY VARY FROM JURISDICTION TO JURISDICTION. THESE
LIMITATIONS SHALL APPLY NOTWITHSTANDING ANY FAILURE OF ESSENTIAL PURPOSE OF
ANY LIMITED REMEDY.

12. NOTICE

Notices specific to you may be made to the last email or postal address you have given to Mariner Finance.
Mariner Finance may also provide notices of changes to these Terms of Use or other matters by displaying
notices or links to notices to you generally on the Sites. Notice or other correspondence to Mariner Finance
should be sent prepaid, by certified mail, return receipt requested or overnight commercial courier to:
Mariner Finance, LLC

8211 Town Center Dr

Baltimore, MD 21236

Attn: Webmaster

13. GENERAL INFORMATION

Mariner Finance administers and operates the Sites from its location in Baltimore, Maryland USA. Other Sites
may be administered and operated from various locations outside the United States. Although Sites may be
accessible worldwide, not all features, products or services discussed, referenced, provided or offered through or
on any of the Sites are available to all persons or in all geographic locations, or are appropriate or available for
use in your jurisdiction. Mariner Finance reserves the right to limit the provision and quantity of any feature,
product or service to any person or geographic area in its sole discretion. Any offer for any feature, product or
service made on any of the Sites is void where prohibited. These Terms of Use constitute the entire agreement
between you and Mariner Finance with regard to your use of the Sites. Your activities and use of the Sites
supersede any prior agreements between you and Mariner Finance with regard to your use of the Sites. You also
may be subject to additional terms and conditions contained in any loan documents, invoices, terms and
conditions of purchase/sale, or terms and contracts that may apply when you use affiliate services, third party
content or third party software. These Terms of Use, your use of the Sites shall be governed by the laws of the
State of Maryland without regard to choice of law provisions. You and Mariner Finance agree to submit to the
personal and exclusive jurisdiction of the pertinent state or federal courts located within or with jurisdiction over
the State of Maryland, regardless of the fact that the Sites are accessible outside the United States.
Notwithstanding the foregoing, Mariner Finance may seek equitable relief, including preliminary and permanent
injunction, in any court of competent jurisdiction to prevent or enjoin misappropriation, misuse, unauthorized
disclosure or infringement of any intellectual property rights. The failure of Mariner Finance to exercise or
enforce any right or provision of the Terms of Use shall not constitute a waiver of such right or provision. If any
provision of the Terms of Use is found by a court of competent jurisdiction to be invalid, the parties nevertheless
agree that the court should endeavor to give effect to the parties’ intentions as reflected in the provision, and the
other provisions of the Terms of Use remain in full force and effect. You agree that regardless of any statute or
law to the contrary, you must file any claim or cause of action against Mariner Finance within one (1) year after
such claim or cause of action arose or be forever barred. The section titles in the Terms of Use are for
convenience only and have no legal or contractual effect.

14. VIOLATIONS

If you learn of, or have information indicating that anyone has violated or is violating these Terms of Use, please
report the violation to Mariner Finance by clicking here.

Privacy Statement Version 10

Print This Page
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Mariner Finance Website Privacy Statement

MARINER FINANCE, LLC, ITS PARENT COMPANIES AND THEIR RESPECTIVE SUBSIDIARIES AND
AFFILIATED COMPANIES (COLLECTIVELY, “MARINER”) VALUE THE PROTECTION OF
INDIVIDUAL PRIVACY. THIS PRIVACY STATEMENT DESCRIBES WHAT INFORMATION MARINER
COLLECTS THROUGH ITS WEBSITES, INCLUDING WWW.MARINERFINANCE.COM
(COLLECTIVELY, THE “SITE”), HOW IT USES THE INFORMATION AND WITH WHOM IT MAY BE
SHARED. THIS PRIVACY STATEMENT APPLIES ONLY TO INFORMATION COLLECTED THROUGH
THIS SITE.

IN THIS PRIVACY STATEMENT, THE TERMS “YOU” AND “USER” MEAN ANY VISITOR TO THE
SITE. BY USING THE SITE AND/OR SUBMITTING AN ONLINE APPLICATION, YOU INDICATE THAT
YOU HAVE READ AND AGREE TO BE BOUND BY MARINER WEBSITE TERMS OF USE AND THIS
PRIVACY STATEMENT. IF YOU DO NOT AGREE TO THIS PRIVACY STATEMENT, DO NOT USE THIS
SITE IN ANY MANNER.

JUMP TO ADDITIONAL PRIVACY INFORMATION FOR CALIFORNIA RESIDENTS
1. COLLECTION, USE AND DISCLOSURE OF PERSONAL INFORMATION

The Site does not collect personally identifiable information from you unless you voluntarily provide it through
various forms and in various places on the Site, including by entering it via an online form, over the phone, or
via any other means through which you interact with our services. Personally identifiable information may
include your name, address, telephone number, mobile number, email address, and Social Security Number. You
are responsible for ensuring that any personally identifiable information you provide is truthful, accurate and up
to date. We will collect and store personal information you decide to provide to us for our records but we are not
liable to you if the information you provide is not accurate. You agree that we may use any of your personal
information that you provide to us to communicate with you. Additionally, if you apply for a loan on the Site,
you must truthfully and accurately complete our online application which includes your provision of personally
identifiable information. Accurate, up-to-date information is necessary to view your credit history and otherwise
process your application and to contact you. Mariner takes various precautions to safeguard your personal
information against loss, theft and misuse as well as unauthorized access, disclosure, alteration and destruction.
For example, all online applications are encrypted to maintain the security of your information. Once received,
your personal information is stored in the United States in accordance with United States law.

As permitted by law, Mariner reserves the right to disclose your personally identifiable information to third
parties in accordance with our Privacy Notice (located at the bottom of this page), to assist in administering our
services and marketing activities, as required by law, as necessary to protect our rights (such as if you fail to
repay a loan), as necessary in order to detect, investigate, prevent, or take action against illegal activities, fraud,
or situations involving potential threats to the rights, property, or personal safety of any person, to comply with a
judicial proceeding, court order, or legal process served on us, and/or as specifically consented to by you. If
Mariner were to merge with or be acquired by another company or if it were to cease operations, your
information may be transferred to the surviving or acquiring company. At that point, any use and sharing of your
information will be subject to that company’s privacy policy which may be different from that of Mariner. In
addition to this Privacy Statement and Mariner’s website Terms of Use, our use of your personal information
collected is described in the Privacy Notice.

Third parties may also collect personally identifiable information about your online activities through the Site in
order to assist Mariner in offering its services and products, marketing, and administration of the same.

2. COLLECTION, USE AND DISCLOSURE OF OTHER INFORMATION

The Site may gather non-personal information about you depending on how your browser is configured. That
information may include the Internet Protocol (IP) address(es) used to access the Site, the number of times you
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visit the Site, the time and length of the visit, the operating system and browser type used to access the Site, your
screen resolution, the particular web pages viewed right before and while visiting the Site, how long you remain
on specific pages, your navigation patterns, where you go upon leaving the Site, or similar details.

The Site may use cookies and other tracking technologies (such as clear GIFs, web beacons, log files, and the
like) to track unique visitors and pages viewed by users, both to understand how the Site is being used and to
improve users’ experiences on the Site. For example, cookies (small, unique text files that a website can deposit
on your computer hard drive when you visit a website) may be used to allow repeat visitors to be served more
quickly and efficiently or to provide information on the pages viewed by a given user. Since cookies reside on a
user’s hard drive, they may be deleted by a user after they are deposited by a site. You may also configure your
browser to reject cookies, although if you do, some or all of the features on the Site may not be available to you.

Non-personal information collected as a result of your visit to the Site may be disclosed to third parties, but will
not be associated with you personally. In other words, the Site may disclose that a unique user accessed the Site
a particular number of times and spent specific amounts of time on different pages, but we will not disclose the
identity of that user (and most likely would have no way of identifying who that user was unless the user
voluntarily identified him or herself to us).

Some web browsers have a “Do Not Track” function that allows you to tell websites that you do not want to
have your online activities tracked. The Site does not monitor or respond to “do not track” signals or similar
mechanisms.

3. SECURITY

To prevent unauthorized access to your personal data, maintain data accuracy and integrity, and ensure the
correct use of information, Mariner follows generally accepted industry standards to protect the personal
information submitted to us, both during transmission and once we receive it. No method of transmission over
the Internet, or method of electronic storage, is 100% secure, however. Therefore, while we strive to use
commercially acceptable means to protect your personal information, we cannot guarantee its absolute security.

4. CHANGES TO YOUR INFORMATION

You may request access to and/or to change your personally identifiable information by contacting us at the
following phone number or postal address: 877-310-2373, Mariner Finance, LLC, 8211 Town Center Drive,
Baltimore, MD 21236. If you currently have an account with Mariner, you may log into the Customer Account
Center to review and/or edit your personal information.

5. CHANGES TO PRIVACY STATEMENT

Mariner reserves the right at any time and from time to time to modify this Privacy Statement with or without
notice. You will be bound by the modifications if you use the Site after a modification has been made. You
agree that Mariner shall not be liable to you or to any third party in any way as a result of any such modification.
If you do not agree to any changes or terms, you should discontinue your use of the Site.

6. MARINER FINANCE CONTACT INFORMATION

If you have any questions or comments regarding this Privacy Statement, please contact Customer Service at
877-310-2373.

7. ADDITIONAL PRIVACY INFORAMTION FOR CALIFORNIA RESIDENTS

Pursuant to the California Consumer Privacy Act (“CCPA”), California residents have specificrights regarding
their personal information, which are detailed below. This California-specific privacysection incorporates by
reference Mariner’s general Privacy Statement and provides a comprehensive description of our online and

offline practices regarding the collection, use, and disclosure of personal information.
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e Personal information collected, processed, sold, or disclosed pursuant to the federal Gramm-Leach-Bliley
Act, and implementing regulations, or the California Financial Information PrivacyAct;

¢ An activity involving the collection, maintenance, disclosure, sale, communication, or use of anypersonal
information bearing on a consumer’s credit worthiness, credit standing, credit capacity,character, general
reputation, personal characteristics, or mode of living by a consumer reportingagency by a furnisher of
information who provides information for use in a consumer report andby a user of a consumer report; and

e Personal information that is collected by us about a natural person in the course of the naturalperson acting
as a job applicant to, an employee of, owner of, director of, officer of, medical staffmember of, or
contractor of us to the extent that the natural person’s personal information iscollected and used by the
business solely within the context of the natural person’s role or formerrole as a job applicant to, an
employee of, owner of, director of, officer of, medical staff memberof, or a contractor of Mariner.

Categories
of Third
Categories of Parties with
Sources from whom We
which Personal Share
Information . . Personal
. . Business or Commercial Purpose .
Categories of Personal Information was Collected f . Information
or the Collection
Collected
We obtain the inf tion i We may
Marinermay collect the following categories of Your personal information is disclose
categories of personal information from personal .collected by us, used, and/or your
. . disclosed for one or more of the
you: information following business purposes: personal
from the *  |linformation
following to the
categories of following
sources: categories
of third
parties:
Category A: Identifiers 1. Directly from ||For auditing purposes related to  ||Our
our customers ||our customer relationships, affiliates.
Examples: Your real name, alias, postal |lor their agents. |lincluding, but not limited to,
address, unique personal identifier, online verifying the quality of ad Our service
identifier, internet protocol address, email |[Indirectly from ([impressions and auditing our providers.
address, account name, social security our customers  ||compliance with applicable law;
number, driver’s license number, passport ||or their agents. Third parties
number, or other similar identifiers. For example, For detecting security incidents, to whom
through protecting against malicious, you or your
information we ||deceptive, fraudulent, or illegal agents
collect in the activity, and prosecuting those authorize us
course of responsible for that activity; to disclose
providing your
services to our ||For debugging activities to identify||personal
customers and repair errors that impair Site  ||information
functionality; in
Directly and connection
indirectly from |[For short-term use, provided that |lwith
activity on the |[the personal information is not products or
Site. For disclosed to another third party services we
example, from and is not used to build a profile provide to
submissions about a consumer; you.
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through our For performing services for
online loan Mariner or on behalf of a service
application, provider, including maintaining or
Customer servicing accounts, providing

Account Center, ||customer service, processing or
and/or website ||fulfilling orders and transactions,
usage details verifying customer information,
collected processing payments, providing
automatically. |/financing, providing advertising or
marketing services, providing
4.From third  |lanalytic services, or providing
parties that similar services on behalf of

interact with us ||Mariner or a service provider;
in connection

with the For internal research for
services we technological development; and/or
perform.

For use in activities to verify or
maintain the quality or safety of
Mariner’s services, and to
improve, upgrade, or enhance such
services.

Category B. Customer Records with
Personal Information

Examples:

Note: Some personally identifiable
information included in this category may
overlap with other categories

Any information that identifies, relates to,
describes, or is capable of being associated ||Same as Same as

with, a particular individual, including, but ||Category A, ||>2™€ 8 Category A. Category A.

not limited to, his or her name, signature,

social security number, address, telephone

number, passport number, driver’s license

or state identification card number,

insurance policy number, education,

employment, employment history, bank

account number, credit card number, debit

card number, or any other financial

information, medical information, or health

insurance information.

Category C. Protected classification Same as For performing services for Same as

characteristics under State or federal law. |[Category A. Mariner or on behalf of a service ||Category A.
provider, including maintaining or

Examples: Age (40 years or older), race, servjcing accounts, providing

color, ancestry, national origin, citizenship, customer service, processing or

religion or creed, marital status, , sex fulfilling orders and transactions,

(including gender, gender identity, veteran verifying customer information,

or military status) processing payments, providing

financing, , or providing similar
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services on behalf of Mariner or a
service provider; or

For use in activities to verify or
maintain the quality or safety of
Mariner’s services, and to
improve, upgrade, or enhance such
services.

For detecting security incidents,
protecting against malicious,
deceptive, fraudulent, or illegal
activity, and prosecuting those
responsible for that activity;

For short-term use, provided that
the personal information is not
disclosed to another third party
and is not used to build a profile
about a consumer;

For performing services for
Mariner or on behalf of a service
provider, including maintaining or
Same as servicing accounts, providing Same as
Category A. customer service, processing or Category A.
fulfilling orders and transactions,
verifying customer information,
processing payments, providing
financing, or providing similar
services on behalf of Mariner or a
service provider;

Category D: Commercial information.

Examples: Information including, but not
limited to, records of personal property,
products or services purchased, obtained,
or considered, or other purchasing or
consuming histories or tendencies

For internal research for
technological development; and/or

For use in activities to verify or
maintain the quality or safety of
Mariner’s services, and to
improve, upgrade, or enhance such

services.
Category E: Internet or other similar
network activity.
Examples: Information including, but not ||Same as S Cat A Same as
limited to, browsing history, search history, |[Category A. ame as Lategory A. Category A.
information regarding a consumer's
interaction with a website, application, or
advertisement
Category F: Professional or employment- ||Same as For performing services for Same as
related information. Category A. Mariner or on behalf of a service |Category A.
provider, including maintaining or
Examples: Current or past job history servicing accounts, providing
and/or performance evaluations. customer service, processing or

fulfilling orders and transactions,
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verifying customer information,
processing payments, providing
financing, providing advertising or
marketing services, providing
analytic services, or providing
similar services on behalf of
Mariner or a service provider;

For use in activities to verify or
maintain the quality or safety of
Mariner’s services, and to
improve, upgrade, or enhance such
services.

Category G: Inferences drawn from other
personal information.

Examples: Information that can be used to
create a profile reflecting a person's
preferences, characteristics, psychological
trends, predispositions, behavior, attitudes,
intelligence, abilities, and aptitudes.

Same as
Category A.

1. Same as Category A.

Same as

Category A.

Mariner does not offer any financial incentives for the collection, sale, or deletion of personal information.

Disclosure or Sale of Personal Information

In the preceding twelve (12) months, we have disclosed the following categories of personal information for a

business purpose:

Category A: Identifiers.

Category B: Customer Records with personal information

Category C: Protected classification characteristics under State or federal law.
Category D: Commercial information

Category E: Internet or other similar network activity.

Category F: Professional or employment-related information.

Category G: Inferences drawn from other personal information.

In the preceding twelve (12) months, we have not sold any personal information.
We do not sell the Personal Information of minors under 16 years of age without affirmative authorization.

Access to Specific Information

California residents have the right to request that we disclose certain information about our collection and use of
your personal information over the past 12 months. Once we receive and confirm your verifiable consumer

request, we will disclose to you:

e The categories of personal information we collected about you.

e The categories of sources for the personal information we collected about you.

¢ Our business purpose for collecting or selling that personal information.

e The categories of third parties with whom we share that personal information.

e The specific pieces of personal information we collected about you.

e If we sold or disclosed your personal information for a business purpose, two separate lists disclosing:
o For sales of personal information, the personal information categories that each category of

recipient purchased; and

file:///C:/Users/bnau/AppData/Local/Microsoft/Windows/INetCache/Content.Outlook/Q8UQH8RB/PA Legal Docs.html#

12/18



6/3/22, 5:54 PM Case 2:22-cv-03253 Document 1-8a Leiteto83bB/22 Page 15 of 58

o For disclosures of personal information for a business purpose, the personal information categories
that each category of recipient obtained.

Deletion Request Rights

You have the right to request that we delete any of your personal information that we collected from you and
retained, subject to certain exceptions. Once we receive and confirm your verifiable consumer request, we will
delete (and direct our service providers to delete) your personal information from our records, unless an
exception applies.

Please note, however, that we may deny your deletion request if retaining the information is necessary for us or
our service providers to:

1. Complete the transaction for which we collected the personal information, provide a good or service that
you requested, take actions reasonably anticipated within the contextof our ongoing business relationship
with you, or otherwise perform our contract with you.

2. Detect security incidents, protect against malicious, deceptive, fraudulent, or illegal activity, or prosecute

those responsible for such activities.

. Debug products to identify and repair errors that impair existing intended functionality.

4. Exercise free speech, ensure the right of another consumer to exercise their free speech rights, or exercise

another right provided for by law.

. Comply with the California Electronic Communications Privacy Act (Cal. Penal Code § 1546 seq.).

6. Engage in public or peer-reviewed scientific, historical, or statistical research in the public interest that
adheres to all other applicable ethics and privacy laws, when the information's deletion may likely render
impossible or seriously impair the research's achievement, if you previously provided informed consent.

7. Enable solely internal uses that are reasonably aligned with consumer expectations based on your

relationship with us.

. Comply with a legal obligation.

9. Make other internal and lawful uses of that information that are compatible with the context in which you
provided it.

(98]

9]

o0

Right to Opt-Out of Sales:

You have the right, at any time, to direct us not to sell your personal information to a third party. This right may
be referred to as the right to opt-out. Once we have received direction from you not to sell your personal
information, we will not sell your personal information unless you subsequently provide express authorization
for the sale of your personal information.

Exercising Your Rights:

To exercise your access and deletion rights described above, please submit a verifiable consumer request to us
by either:

e Calling us at 877-310-2373, select option 3. Available Monday through Friday, 8:30 am EST to 5:00 pm
EST, excluding observed holidays.

Filling out an online request at any time available at:

To opt- out of the sale of your personal information to a third party, please call us at 877-310-2373, select option
3or click the following link:

Do Not Sell My Personal Information LINK TO OPT OUT

Only you or a person registered with the California Secretary of State that you authorize to act on your behalf,
may make a verifiable consumer request related to your personal information. If you are opting out on behalf of
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a California resident, please attach a written authorization signed by the California resident and authorizing you

to make this request on their behalf. You may also make a verifiable consumer request on behalf of your minor
child.

You may only make a verifiable consumer request for access or data portability twice within a 12-month period.
The verifiable consumer request must:

e Provide sufficient information that allows us to reasonably verify you are the person about whom we
collected personal information or an authorized representative.

e Describe your request with sufficient detail that allows us to properly understand, evaluate, and respond to
it.

We cannot respond to your request or provide you with personal information if we cannot verify your identity or
authority to make the request and confirm the personal information relates to you. Making a verifiable
consumer request does not require you to create an account with us. We will only use personal information
provided in a verifiable consumer request to verify the requestor's identity or authority to make the request.

Response Timing and Format

We endeavor to respond to a verifiable consumer request within 45 days of its receipt. If we require more time
(up to 90 days), we will inform you of the reason and extension period in writing. If you have an account with
us, we will deliver our written response to that account. If you do not have an account with us, we will deliver
our written response by mail or electronically, at your option. Any disclosures we provide will only cover the
12-month period preceding the verifiable consumer request's receipt. The response we provide will also explain
the reasons we cannot comply with a request, if applicable. For data access requests, we will select a format to
provide your personal information that is readily useable and should allow you to transmit the information from
one entity to another entity without hindrance.

We do not charge a fee to process or respond to your verifiable consumer request unless it is manifestly
unfounded or excessive, for example, because of a repetitive nature. If we determine that the request warrants a
fee, we will tell you why we made that decision and provide you with a cost estimate before completing your
request.

Non-Discrimination
We will not discriminate against you for exercising any of your CCPA rights.
Accessibility

We are committed to ensuring this Privacy Policy is accessible to individuals with disabilities. If you wish to
access this Privacy Policy in an alternative format, please contact us as described above

Revised 12/19.
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Please read this E-Signature Disclosure and Consent carefully and keep a copy for your records.

E-Signature Disclosure and Consent

As used in this E-Signature Disclosure and Consent (“Consent”), the words “we,” “us,” or “our” refer to Mariner
Finance, LLC (and its affiliates and subsidiaries); and the words “you,” “your,” and “yours” refer to each person
in whose name a loan application is submitted and/or a loan is maintained. “Communication” means any
application forms, loan agreements or amendments thereto, customer agreements or amendments thereto,
disclosures, notices, responses to claims, transaction history, monthly statements, privacy policies, and all other
information related to a loan application or your loans, or the services we offer, including, but not limited to,
information that we are required by law to provide to you in writing.

You confirm that you can access and read and agree to all of the terms and conditions herein. You agree that
your electronic signature will have the same force and effect, and will bind you to the all terms and conditions in
the same manner and to the same extent as a physical signature would do. You also agree that any documents
that you electronically sign are electronic records that may be transferred, authenticated, stored, and transmitted
by electronic means. If you are accessing Communications through a device that we provide, a copy of the
referenced Communications will be emailed to you to the email address that you provide so that you can print,
save, or send them to a place where they may be printed/saved/viewed for future reference.

What Communications Will be Provided to You in Electronic Format

You agree that we may provide you with all disclosures and notices required by law or the Automated Clearing
House System in connection with your loans with Mariner, including Communications in electronic format.
Your consent to receive electronic Communications and conduct electronic transactions includes, but is not
limited to, the execution and receipt of loan documents and the receipt of our privacy policies/notices and other
notices/disclosures. By providing your electronic signature for a given loan document, you agree that you are
legally bound by such document and you are solely and fully responsible for fulfilling all duties and obligations
set forth in such document just as though you had signed in ink a paper copy of such document. If your loan is
not for the purchase of goods or services and you are to receive any loan proceeds directly, you authorize us to
electronically credit your designated checking or savings account with applicable loan proceeds.

How to Withdraw Your Consent

To withdraw your consent to receive future electronic Communications, you may contact us in any of the ways
described below. We will not impose any fee to process the withdrawal of your consent, but your access to
receive future Communications in electronic format will be terminated. Any withdrawal of your consent to
receive electronic Communications will be effective only after we have a reasonable period of time to process
your withdrawal.

System Requirements

To be able to access, view, and retain electronic Communications that we make available to you, you must have
the following equipment and software:

e A personal computer or other device that is capable of accessing the Internet.

e A current Internet web browser that is capable of supporting 128-bit SSL encrypted communications, with
cookies and java script enabled, such as the current major release of Microsoft Internet Explorer, Mozilla
Firefox, Google Chrome or Apple Safari.

o Software that permits you to receive and access Portable Document Format or “PDF” files, such as the
current version of Adobe Acrobat Reader.

e An email account with an Internet service provider and email software to permit you to participate in the
Online Account services.
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¢ To retain a copy of electronic Communications your device must have the ability to print, download and
store PDF files.
» Sufficient electronic storage capacity on your device’s hard drive or other data storage unit.

You will be notified if there are any significant changes in system requirements in order to confirm that you still
meet the minimum system requirements to access and receive Communications in electronic format.

Requesting Paper Delivery of Disclosures and Notices

You can obtain a paper copy of an electronic Communication by printing it yourself or by requesting that we
mail you a paper copy. To receive a paper copy of any Communication provided by Mariner Finance, LLC at no
charge, please request it in one of the following ways:

e Send an email message with your name and mailing address to: websupport@marinerfinance.com
e Call our Corporate Offices at 443-438-2056
e Send a letter to: 8211 Town Center Dr., Nottingham, MD 21236

Attn: Web Support

Be sure to request the specific Communication you want in a paper format.

No Fees for Electronic Communications

There is no charge for electronic delivery of the Communications.

Communications in Writing; Updating Contact Information

All Communications in either electronic or paper format from us to you will be considered “in writing.” You
should print or download for your records a copy of this Consent and any other Communication that is important
to you. You agree to update any contact information that you provide to us, including any email address, by
contacting us through one of the above methods.

Federal Law

You acknowledge and agree that your consent to electronic Communications is being provided in connection
with a transaction affecting interstate commerce that is subject to the federal E-Signature Act, and that you and
we both intend that the E-Signature Act apply to the fullest extent possible to validate our ability to conduct
business with you by electronic means.

file:///C:/Users/bnau/AppData/Local/Microsoft/Windows/INetCache/Content.Outlook/Q8UQH8RB/PA Legal Docs.html# 18/18



10496-01

Case 2:22-cv-03253 Document 1-3 Filed 08/16/22 Page 19 of 58

Please read the below information carefully and keep a copy for your records.

As used in the following consents and disclosures, the words “we,” “us,” “our,” or “Company” refer to
Mariner Finance, LLC, Personal Finance Company LLC, and their affiliates and subsidiaries; and the words
“you,” “your,” and “yours” refer to the person acknowledging these consents and disclosures.
“Communication” means any application forms, loan agreements or amendments thereto, customer
agreements or amendments thereto, disclosures, notices, responses to claims, transaction history, monthly
statements, privacy policies, and all other information related to a loan application or your loans, or the
services we offer, including, but not limited to, information that we are required by law to provide to

you in writing.

E-Signature Disclosure and Consent

You confirm that you can access, read, and agree to all of the terms and conditions herein. You agree that
your electronic signature will have the same force and effect and will bind you to the all terms and
conditions in the same manner and to the same extent as a physical signature would do. You also agree that
any documents that you electronically sign are electronic records that may be transferred, authenticated,
stored, and transmitted by electronic means. If you are accessing Communications through a device that we
provide, a copy of the referenced Communications will be provided to you in hardcopy or emailed to you
to the email address that you provide so that you can print, save, or send them to a place where they may
be printed/saved/viewed for future reference.

What Communications Will be Provided to You in Electronic Format. You agree that we may provide
you with all disclosures and notices required by law or by the Automated Clearing House System in
connection with your loan(s) with Company, including Communications, in electronic format. Your
consent to receive electronic Communications and conduct electronic transactions includes, but is not
limited to, the execution and receipt of loan documents, and the receipt of our privacy policies/notices, and
of any other notices/disclosures. By providing your electronic signature for a given loan document, you
agree that you are legally bound by such document, and you are solely and fully responsible for fulfilling
all duties and obligations set forth in such document just as though you had signed in ink a paper copy of
such document. If your loan is not for the purchase of goods or services and you are to receive any loan
proceeds directly, you authorize us to electronically credit your designated checking or savings account
with applicable loan proceeds.

How to Withdraw Your Consent. To withdraw your consent to receive future -electronic
Communications, you may contact us in any of the ways described below. We will not impose any fee to
process the withdrawal of your consent, but your access to receive future Communications in electronic
format will be terminated. Any withdrawal of your consent to receive electronic Communications will be
effective only after we have a reasonable period of time to process your withdrawal.

System Requirements. To be able to access, view, and retain electronic Communications that we make
available to you, you must have the following equipment and software:

e A personal computer or other device that is capable of accessing the Internet.

e A current Internet web browser that is capable of supporting a minimum of 128-bit SSL encryption
using the TLS 1.1 standard, with cookies and java script enabled, such as the current major release of
Microsoft Internet Explorer, Mozilla Firefox, Google Chrome or Apple Safari.

e Software that permits you to receive and access Portable Document Format or “PDF” files, such as
the current version of Adobe Acrobat Reader.

¢ An email account with an Internet service provider and email software to permit you to participate in
the Online Account services.
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Texting Terms of Use

By providing your mobile number (including any mobile number provided in the future or other phone
number later converted to a mobile phone number), you consent to be contacted by Mariner Finance,
LLC, or an affiliated company (hereinafter “Company’’), Company’s agents, employees, attorneys,
subsequent creditors, loan servicing companies, and third-party collectors, through the use of SMS text
messages sent from an automatic telephone dialing system (or any other means) regarding the loan and
services for which you have applied. You agree and acknowledge that you have provided your consent to
be contacted by text message in exchange for the loan or services you received from Company and that
these Terms of Use shall be incorporated into any concurrent or subsequent agreements entered into
between you and the Company.

You understand that your cellular provider’s message and data rates may apply to text messages sent from
Company and that Company has no liability for the cost of any such text messages. You certify that you
are the subscriber or non-subscribing customary user and are authorized to consent to receive text
messages on the mobile phone number provided and that you are authorized to incur any message or data
charges that may apply. Company is not responsible for incomplete, lost, late, or misdirected messages,
including (but not limited to) undelivered messages resulting from any form of filtering by your mobile
carrier or service provider or otherwise.

You acknowledge that text messages sent to your phone may be seen by anyone with access to your
phone. As such, you agree to take steps to safeguard your phone and text messages so long as you would
like any such messages to remain private. You acknowledge and agree that you want to receive text
messages even though there is a risk another person could access those messages. You agree to notify
Company immediately of any change of address, if you change mobile numbers, or if you plan to provide
your phone to another person.

Company’s Texting Terms of Use can be modified at any time. The current version of the Terms of Use
will be posted on the Company’s website. Company may terminate the text message program at any time.

Opt-Out or STOP

You understand that if you wish to stop receiving all text messages from Company, you must reply to any
text messages from Company with the word STOP.

If at any time you need Company’s contact information or information on text messages, you can reply to
any text message from Company by typing HELP. Some of the text messages Company sends may
include links to websites. To access these websites, you will need a web browser and Internet access.

For questions about these Terms of Use, requests for a paper copy of these Terms of Use, or any other
requests regarding these Terms of Use, the following contact information may be used:

8211 Town Center Drive
Nottingham, MD 21236
Tel. Number: 877-310-2373

Email Address: customersupport@marinerfinance.com
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CREDIT AND CONTACT AUTHORIZATION FORM

By providing responses to application questions, | understand that | am making application
to Mariner Finance, LLC, Personal Finance Company LLC, an affiliated company, and/or
its agent(s) (hereinafter collectively referred to as “Company”) for a loan for the purpose
described in the application. If the application is submitted through one or more third parties
to Company, | authorize such third parties to share any information that | have provided with
Company. | authorize Company to order credit reports on me from time to time and to make
whatever credit inquiries Company deems necessary in connection with this credit
application or in the course of review, refinance or collection of any credit extended in
reliance on this application. | authorize any person or consumer reporting agency to
complete, compile and furnish to Company any information that Company may request. |
certify that all information | have provided in connection with this application and request for
credit is true, accurate and complete. | authorize Company (and any financial service
provider that Company may ask to evaluate my request) to verify the information | have
given and obtain information about me from a consumer reporting agency or other sources.
Further, by signing my name below and by providing my mobile number, home number
(including any phone number that | later convert to a mobile phone number), or emalil
address to Company, | understand that in conjunction with my application to and request
for services from Company as described in my application, | agree that all information that
| provide or that Company obtains in connection with my application or otherwise: (i) may
be used by Company to process my request and that Company may contact me via
telephone, text message, or email using any telephone number and/or email address that |
have provided; (ii) will remain Company’s property whether or not credit is extended; and
(i) may be disclosed by Company to any of its subsidiaries, affiliates, and assigns.

Further, in exchange for Company’s processing of this request and any potential loan or
service provided to me by Company, | expressly consent and agree to receive phone calls,
text messages, and emails by or on behalf of Company regarding the processing of my
request and, if approved, for other transactional purposes, such as the collection and
servicing of all of my accounts with Company. Such consent includes, but is not limited to,
manual calling methods, prerecorded or artificial voice messages, text messages, emails
and/or calls placed using an automatic telephone dialing system. | understand that my
consent for non-marketing, informational calls and messages applies to each phone number
and email address that | provide to Company now or in the future.

| understand that any text messages Company sends to me may be accessed by anyone
with access to my text messages. | acknowledge that my mobile phone service provider
may charge me fees for text messages that Company sends to me, and | agree that
Company shall have no liability for the cost of any such text messages. | understand that |
may unsubscribe from text messages by replying “STOP” to any text message that | receive
from Company or on Company’s behalf.
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on the Property when they are due and payable; only we have a security interest in the Property unless you have told us in writing about another
security interest; you will not permit any other security interest to be on the Property without our prior written consent; and you will keep the Property
in good condition and repair and you will not permit anything to be done to the Property that would impair its value.

ADDITIONAL TERMS AND CONDITIONS

. If you make a payment with a check that is dishonored, you agree to pay us a bad check fee of $50.00.

2. We may inspect the Property at any reasonable time. You will show us the Property or give us a written statement showing the location of the Property
whenever we ask. You authorize us to file all financing statements, continuation statements and security interest filing statements with respect to the
Property and you agree to sign such statements at our request.

3. You will keep the Property insured for its full value against loss or damage. If the Property is a motor vehicle, your physical damage insurance policy
must insure the Property for its full replacement value with a deductible amount of no more than $500. Your insurance policies must say that the
insurance is payable to us to the extent of what you owe us and you must give us a loss payable clause satisfactory to us. You assign any returned or
unearned insurance premiums due upon cancellation of any insurance policy to us. You direct the insurance companies to pay us all insurance
proceeds and returned or unearned premiums.

4. You will be in default if: you do not make a payment on time; you are (or any other person puts you) in bankruptcy, insolvency or receivership; any
credit information you gave to us or any representation you make to us in this note is materially wrong; you do not fulfill any obligation of yours in
this note; or you die.

5. When you are in default, we may require you to pay this loan plus accrued charges less a refund of interest computed in the same way as if you had
made payment in full in advance, at once, in addition to any other remedies we have. If we place this note in the hands of an attorney, not our salaried
employee, for collection, you agree to pay our attorney fees. You also agree to pay all court costs and actual reasonable expenses of repossessing,
storing and selling the Property.

6. When you are in default, we have the rights and remedies of a secured party under Pennsylvania law, including the right to repossess the Property. If
we repossess the Property other than by legal process, we will send you a repossession notice. The notice will inform you that the Property will be
sold at a public or private sale, and that you may get the Property back by paying the full amount owed under the note (redeem) within 15 days of the
date of mailing of the notice. In our discretion, we may also allow you to get the Property back by paying all past due payments and default charges
(reinstate) within 15 days of the date of mailing of the notice. We will tell you how much you must pay to redeem the Property or (if we allow it)
reinstate the note. The repossession notice may be sent to your address last shown on our records. We may require you to assemble and make the
Property available to us at any place convenient to both of us. If any of your possessions are in or attached to the Property at the time it is repossessed,
you authorize us to take them without any liability. We will store them for you safely. We will tell you where they are stored and you may redeem
them. If you do not claim your possessions within 30 days after the Property is repossessed, we may dispose of them in any manner we deem
appropriate without notice to you, unless required otherwise by applicable law. You agree to pay any deficiency after the sale of the Property.

7. We can waive or delay enforcing any of our rights without losing them. We can waive or delay enforcing a right against one of you without losing it
as to the other. We can release one of you without releasing the other. You consent to extensions of time without notice.

8. Pennsylvania law and federal law govern this note. If any part of this note is unenforceable, this will not make any other part unenforceable (subject

to the paragraph below titled Other Agreements). You won’t be required to pay interest or charges in excess of those permitted by law. In addition,

if any provision of this note is contrary to the rights and protections afforded to any “covered borrower” as defined in the Military Lending Act, such
contrary provision of this note shall be inoperative and shall have no force or effect in connection with such “covered borrower;” however all remaining
provisions of this note shall remain in full force and effect.

—

Military Lending Act Disclosures: THE FOLLOWING DISCLOSURES APPLY IF YOU ARE AN ACTIVE DUTY MEMBER
OF THE MILITARY OR A DEPENDENT OF AN ACTIVE DUTY MILITARY MEMBER.

Mariner Finance appreciates your and your family’s service to our country. As an active duty member of the military (or dependent of
an active duty military member), the Federal Military Lending Act (“MLA”) provides you with certain protections. Please see below
for important information about your loan.

Federal law provides important protections to members of the Armed Forces and their dependents relating to extensions of
consumer credit. In general, the cost of consumer credit to a member of the Armed Forces and his or her dependents may not
exceed an annual percentage rate of 36 percent. This rate must include, as applicable to the credit transaction or account: The
costs associated with credit insurance premiums, fees for ancillary products sold in connection with the credit transaction; any
application fee charged (other than certain application fees for specified credit transactions or accounts); and any participation
fee charged (other than certain participation fees for a credit card account).

Please also call 1-877-299-3124 to receive your MLA disclosures over the phone.

READ THE BELOW ARBITRATION AGREEMENT CAREFULLY. IT PROVIDES, AMONG OTHER TERMS:

e YOUOR WE MAY ELECT TO HAVE DISPUTES BETWEEN US RESOLVED BY BINDING ARBITRATION INSTEAD
OF IN COURT.

¢ IN ARBITRATION YOU GIVE UP THE RIGHT TO SUE IN COURT AND DISCOVERY AND RIGHTS OF APPEAL
ARE LIMITED. A NEUTRAL ARBITRATOR RESOLVES THE DISPUTE INSTEAD OF A JUDGE OR JURY.

e YOU MAY NOT PARTICIPATE AS A CLASS REPRESENTATIVE OR MEMBER IN ARBITRATION OR IN ANY
OTHER CONSOLIDATED PROCEEDING.

e YOUMAY REJECT THE BELOW ARBITRATION AGREEMENT FOR A CERTAIN AMOUNT OF TIME AFTER THE
NOTE DATE.

The below Arbitration Agreement does not apply to any “covered borrower” as defined in the Military Lending Act.

9 ¢ " e ER)

By signing this note, you agree to this Arbitration Agreement (Agreement). This Agreement is part of your note. In this Agreement, “you,” “we," “us,
and “our” include subsidiaries, affiliates, agents, employers, successors, and assigns.

Arbitration Agreement. You or we may elect to have any Claim (defined below) resolved by neutral binding arbitration instead of in court. You waive
any right you have to resolve a Claim between you and us in court. You waive any right you have to participate as a class representative or class
member.

Claim. Claim means any claim or dispute, whether arising in law, equity, or otherwise, and regardless of the type of relief sought involving your
application for credit, the note, the origination, servicing and enforcement of the obligation, any insurance contract or warranty or other product or
service you buy, the validity, enforceability and scope of this Agreement and the note, and any relationship that results from the note or underlying
obligation. Claim includes initial claims, counterclaims, cross-claims, and third-party claims.

Small Claims. You and we retain the right to seek individual relief in small claims court so long as the Claim is only in that court and is within that
court’s jurisdiction. Filing or pursuing a Claim in small claims court does not waive any right to seek arbitration for Claims outside the court’s
jurisdiction or if the Claim is transferred, removed, or appealed to a different court.

Excluded Claims. The following claims, called Excluded Claims, are excluded from the arbitration process: self-help remedies (such as repossession),
foreclosure, replevin, garnishment, and/or individual injunctive relief. Pursuing an Excluded Claim in court does not waive any right to seek arbitration
for Claims outside the court’s jurisdiction, or if an Excluded Claim is transferred, removed, or appealed to a different court.
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LIFE EXCLUSIONS
Suicide Exclusion: If the Insured Debtor or the Insured Co-Debtor die as a result of suicide while sane or insane within twelve
(12) months after the effective date of coverage, our liability will be limited to the refund of premiums paid for single coverage,
plus any unearned A and H insurance premiums, or where one debtor’s coverage is terminated, our liability will be limited to
that portion of the premium outlined under Termination of Joint Coverage, plus any unearned A and H insurance premiums, of
this Certificate. Single life coverage on the surviving Insured Debtor will continue unless cancellation is requested in writing.
TOTAL DISABILITY INSURANCE BENEFIT
THIS BENEFIT IS AVAILABLE ONLY IF YOUR INSTALLMENTS ARE PAID ON A MONTHLY BASIS.
SINGLE DISABILITY INSURANCE BENEFIT: Either Debtor may elect single coverage. If you or the Insured Co-Debtor
become totally disabled during the term of coverage and continue to be totally disabled for more than the number of days as
stated in the Waiting Period as indicated in the Schedule, then you or the Insured Co-Debtor will become eligible for benefits
under this Certificate.
JOINT DISABILITY INSURANCE BENEFIT: Both Debtors must elect joint coverage. If you or the Insured Co-Debtor becomes
totally disabled within the terms of coverage and continues to be for more than the number of days stated in the Waiting Period
as indicated in the Schedule, then you or the Insured Co-Debtor will become eligible for benefits under this Certificate. If you
and the Insured Co-Debtor become totally disabled at the same time, only one benefit will be paid. However, benefit payments
will continue until you or the Insured Co-Debtor are no longer disabled, or when the insurance terminates or expires, whichever
occurs first.
DISABILITY BENEFIT COVERAGE: If indicated in the Schedule, and you or the Insured Co-Debtor, if applicable, become
totally disabled within the term of coverage and such total disability continues uninterrupted for more than the number of days
as stated in the Waiting Period, we will pay the Creditor a disability benefit equal to 1/30th of the MONTHLY DISABILITY
BENEFIT for each day of continuous total disability during your benefit period.
BENEFIT BASIS: Any disability benefits payable under this Certificate will be calculated based on one of the following
methods which is indicated in your Certificate Schedule.
(a) Retroactive Coverage: This plan provides benefits after the Waiting Period has been satisfied, retroactive to the first day.
(b) Non Retroactive Coverage: This plan is also known as Elimination Coverage and provides benefits beginning with the first
day after the Waiting period. Benefits are not retroactive to the first day.
BENEFIT LIMITATIONS: The following items are benefit limitations which apply under this Certificate. Regardless of the
specific limitation which may apply, the Insured Debtor(s) will be responsible for the payment of all installment payments and/or
deficiency amounts required to keep the insured debt from becoming delinquent.
(a) After the first benefit month, each subsequent benefit month will begin on the same day as the first benefit month. If the last
day of total disability for which benefits are payable falls on a date which does not equal a full benefit month, we will pay to the
Creditor, a daily benefit of 1/30th of the MONTHLY DISABILITY BENEFIT for each day.
(b) In the months when the insured loan payment exceeds the MONTHLY DISABILITY BENEFIT shown in the Schedule,
coverage will be only for an amount equal to the MONTHLY DISABILITY BENEFIT.
(c) Benefits will end when an Insured Debtor is no longer disabled, the term of disability insurance expires or the coverage
terminates, which ever occurs first. We reserve the right to require evidence of total disability from a licensed doctor of
medicine or osteopathy other than yourself, at monthly or at reasonable intervals as determined by us in order to justify the
continuing payment of benefits. We will cease to pay benefits if the required proof is not given to us at our Administrative
Office. If the amount of insurance qualified and payable under the terms and conditions exceeds the unpaid indebtedness,
such excess will be paid to you, if living, otherwise to the second beneficiary named in this Certificate, or to the estate.
Total Disability is disability which: (1) begins while you and the Insured Co-Debtor, if applicable, are covered by this
Certificate; (2) results directly from accidental bodily injury or sickness as defined below; (3) continues uninterrupted for more
than the number of days of the Waiting Period shown in the Certificate Schedule; (4) prevents you or the Insured Co-Debtor
during the first twelve (12) months of total disability from performing the important or significant duties of your occupation (or
previous occupation if unemployed or retired) at the time disability occurs; and (5) prevents you or the Insured Co-Debtor after
the initial twelve (12) months of total disability from performing any occupation for which you are qualified by education, training
or experience. Injury means accidental bodily injury which causes total disability. Sickness means iliness or disease which
causes total disability.
RECURRENT DISABILITY: If a period of total disability has ended and the Insured Debtor again becomes disabled within 30
days from the same cause, no new Waiting Period will be required. If the second period of disability begins after 30 days, or
from a different cause, a new Waiting Period will apply.
RULES FOR FILING A DISABILITY CLAIM
NOTICE OF CLAIM: You or the Insured Co-Debtor must write to us or our agent about a total disability claim within thirty (30)
days after such disability begins or as soon after that as possible.
CLAIM FORMS: Upon receipt of written notice of claim, by the Administrative Office, we will send claim forms within fifteen
(15) days. If we do not send the claim forms within fifteen (15) days you or the Insured Co-Debtor may simply send us written
proof of your disability. The proof must show the date and the cause of the total disability, how serious it is, and must be signed
by a licensed doctor of medicine or osteopathy other than the disabled Debtor.
PROOF OF LOSS DISABILITY: Written proof of disability must be sent to us no later than ninety (90) days after total disability
ends. If proof cannot be filed within ninety (90) days, you must file as soon as possible. No claim will be reduced or denied if it
is filed as soon as possible. In no event, except in the absence of legal capacity, can proof be filed later than one (1) year from
the time proof is normally required.
TIMELY PAYMENT OF CLAIMS: Benefits payable under this Certificate for any loss other than the loss for which this
Certificate provides any periodic payment will be paid immediately upon receipt of due written proof of such loss. Subject to
due written proof of loss, all accrued Indemnities for loss for which this Certificate provides periodic payment will be paid
monthly and any balance remaining unpaid upon termination of liability will be paid immediately upon receipt of due written
proof.
PHYSICAL EXAMINATION: We, at our own expense, will have the right and opportunity to have you or the Insured Co-Debtor
examined when and as often as we reasonably require during the pendency of a claim hereunder.
EXCEPTIONS OF DISABILITY COVERAGE: We do not cover disabilities resulting from:
1) normal pregnancy; (2) intentionally self-inflicted injury; (3) flight in a non-scheduled aircraft; or (4) a preexisting condition as
defined below.
PRE-EXISTING EXCLUSION: A pre-existing condition is a disease, injury or condition of health for which you or the Insured
co-debtor were hospitalized or received medical treatment (including medication), consultation or advice within the six (6)
months preceding the effective date of the Certificate and which caused disability within the six (6) months following the
effective date of this Certificate. If the original term of coverage is less than six (6) months, this time period is equal to the term
of coverage. Disability commencing after the pre-exisiting period will be covered.
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LEGAL ACTION (Disability Coverage Only): No action at law or equity shall be brought to recover on this Certificate sooner
than sixty (60) days after written proof of loss has been furnished in accordance with the requirements of the Certificate and
Group Policy. No such action shall be brought later than three (3) years after the date of loss or after three (3) years from the
date the cause of action accrues, whichever occurs first.

GENERAL PROVISIONS
The amount charged by the Policyholder for this coverage will not exceed the premium paid by the Policyholder to us.
WHO WE PAY: Immediately upon proof of death or disability of you or the Insured Co-debtor, if applicable, we will pay benefits
provided under this Certificate to the Creditor. The Creditor will apply such payment(s) to pay off or reduce the insured debt. If
the amount of insurance exceeds the balance of the debt, the excess will be paid to you or the Insured Co-Debtor, if living, or
to the Second Beneficiary named in the Schedule, if living, otherwise to the estate.
LIMITS OF COVERAGE: At no time will the amount of coverage issued under this Certificate be afforded to anyone for a term,
an original amount of life insurance or original amount of disability insurance (sum of all monthly disability benefits payable), or
a monthly benefit in excess of the maximum indicated in this Certificate or permitted by law. If the maximum limits are
exceeded, we will terminate the excess coverage as outlined below under EXCESS COVERAGE.
EXCESS COVERAGE: All premiums paid for coverage in excess of the maximum amount allowed will be returned within sixty
(60) days of the effective date of coverage while the debtor is alive (for life coverage and for life with TPD coverage) and not
disabled and not met the waiting period (for disability). We will return the excess premium to the Creditor for refund or credit to
the insured account.
ELIGIBILITY: You and the Insured Co-Debtor, if applicable, are eligible for life and for life with TPD coverage because: (a) you
are a natural person (not a partnership, corporation or association); (b) you did not exceed the maximum age requirement for
life and for life with TPD coverage as stated in the Group Policy and the Certificate Schedule; (c) you provided satisfactory
evidence of insurability. You and the Insured Co-debtor, if applicable, are eligible for disability coverage because: (a) you met
the requirement for life and for life with TPD coverage; (b) you did not exceed the maximum age requirement for disability
coverage stated in the Group Policy and the Certificate Schedule; and (c) you were gainfully employed working at least thirty
(30) hours per week on the effective date of coverage. If you are ineligible for coverage and a Certificate is issued to you in
error, we will terminate the coverage as soon as we discover it and refund or credit the entire premium charged to your
account. If you are ineligible, and we do not terminate the coverage and refund the premium paid within sixty (60) days of the
effective date of coverage, while the debtor is alive (for life and for life with TPD coverage) and not disabled and not met the waiting
period (for disability coverage), then the insurance will remain in force. Nothing in this provision will preclude the Incontestability
Clause or the Misstatement of Age Provision.
MISSTATEMENT OF AGE: If your or the Insured Co-Debtor’s, if applicable, true age would render that Insured Debtor
ineligible for coverage under this Certificate, then our liability will be limited to a return of premium paid for such coverage, as
long as we refund the premium within sixty (60) days from the effective date of coverage and while the Debtor is alive (for life
coverage and for life with TPD coverage) and not disabled and not met the waiting period (for disability). In the event of a
claim, if it is determined that an Insured Debtor was ineligible for coverage and the true age was correctly stated on the
application, we cannot deny or change the benefit or the amount of insurance. If the true age of an Insured Debtor was not
stated in the application, our liability will be limited to a return of the premium paid for such coverage, as long as we refund the
premium within the two (2) year contestable period. If joint coverage is elected, the remaining Insured Debtor’s coverage will
continue as provided under TERMINATION OF JOINT COVERAGE.
RENEWAL OR REFINANCED INDEBTEDNESS: If the indebtedness issued under this Certificate is discharged prior to the
scheduled maturity date due to renewal or refinancing, the effective date for the renewed or refinanced indebtedness will be
the first date on which you became insured under the Group Policy. Disability for the renewed or refinanced indebtedness is
limited to the remaining term and conditions of the original indebtedness outstanding at the time of renewal or refinancing. Any
period of exclusion will be reduced by any period that insurance was in force in connection with the prior indebtedness which
was renewed or refinanced. Any portion of the new debt which was not renewed or refinanced is not covered by this renewal
and refinancing provision. Nothing in this provision shall preclude the Incontestability Clause. Any claim for benefits occurring
prior to the debt being paid off, renewed or refinanced shall not be prejudiced by the termination of coverage.
INCONTESTABILITY: All statements made by you or the Insured Co-Debtor, if any, will be deemed representations and not
warranties. We cannot contest the insurance evidenced by the Certificate after it has been in force two (2) years during your or
the Insured Co-Debtor’s lifetime. This does not prevent us from legally terminating the insurance under this Certificate if
premiums are not paid. If joint coverage is elected, the remaining Insured Debtors coverage will continue as provided under
TERMINATION OF JOINT COVERAGE.
ENTIRE CONTRACT: The Group Policy, together with the group application and endorsements, if any, make up the entire
contract between the parties. Only an Officer of the Administrative Office may waive or otherwise change any provision of the
Group Palicy or our rights thereunder. No action, statement or agreement by any person or persons other than an Officer of the
Administrative Office in writing shall in any way bind or estop us from enforcing the provisions of the Group Policy or our rights
thereunder. No agreement in conflict with, modifying or extending the Group Policy shall be valid unless in writing signed by an
Officer of the Administrative Office and made part of the Group Policy.
PROOF OF DEATH: Upon the death of an Insured Debtor, we must receive proof of death satisfactory to the Company as
soon as reasonably possible. Such proof must include, but may not be limited to, a death certificate and a statement from the
Creditor certifying the amount due.
AUTOPSY: We have the right to have an autopsy performed, at our expense, unless forbidden by law.
REPRESENTATIONS: All statements made by you or the Insured Co-debtor, if any, shall be deemed representations and not
warranties. No statement made for the purpose of effecting insurance shall void or reduce benefits unless contained in a
written instrument signed by you or the Insured Co-Debtor, a copy of which has been furnished to you or the Insured Co-
Debtor, or the designated beneficiary. If joint coverage is elected, the remaining Insured Debtors coverage will continue as
provided under TERMINATION OF JOINT COVERAGE.
TERMINATION OF INDIVIDUAL COVERAGE: This insurance will terminate on the earliest of the following dates: (1) the date
the debt is discharged by renewal or refinancing; (2) the scheduled maturity date of the loan for full term coverage; (3) the date
the debt is transferred to another Debtor; (4) the date the debt has been in default for more than ninety (90) days; (5) the date
that the collateral, if any, which is security for the debt, or upon which the debt is based, has been repossessed; (6) the date
the debt becomes the subject of a judicial proceeding for collection, bankruptcy or a court judgment; (7) the date the death
benefit becomes due under the Group Policy; (8) the date we receive written request to end the coverage; (9) the date the debt
is discharged by prepayment.

We shall provide that in the event of termination of the policy, insurance coverage with respect to the Debtor shall continue with either
the original insurer or the new insurer for the entire period for which the single premium has been paid.
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TERMINATION OF JOINT COVERAGE: If joint coverage is terminated for any reason specified in this Certificate, with respect
to one of the Insured Debtors, coverage on the remaining Insured Debtor will continue and a refund will be made. The joint
coverage Certificate will be replaced by a single coverage Certificate for the remaining Insured Debtor. The refund will equal
the difference between the premium actually charged for the joint coverage and the premium charge that would have been
charged if only single coverage on the remaining insured Debtor had been issued originally. If death is due to suicide any
refund will also include any unearned disability premium.

PENDENCY OF A CLAIM: In the event of a life claim originating prior to such termination, the claim will be processed as if
such termination had not occurred. Any refund may be withheld or if previously credited or paid, the death claim minus the
premium refund will be paid.

In the event of a disability claim originating prior to such termination, the claim will be processed as if such termination had not
occurred. Any refund may be withheld or if previously credited or paid, we will contact you and give you the option of returning
the refund and receiving the disability benefit or keeping the refund and pursuing the termination.

In the event of a continuing accident and health claim prior to the termination date of coverage, the refund may be withheld
until you are no longer considered to be totally disabled. This statement will apply provided it does not conflict with any state
law. However, if you are no longer considered totally disabled as required, you will be entitled to a refund of unearned
premiums as of the date you are no longer disabled. You retain the right to cancel coverage as of any date upon receipt of
written notice of the request by the Administrative Office. If you elect to cancel the coverage, benefits will cease.

WHEN INSURANCE STOPS - REFUNDS: If your insurance stops before the end of the term of coverage shown in the
Schedule, you will be given a refund or credit to your account of the unearned premiums within 10 days of the Creditor
receiving from us. If termination is due to death, the life premium will be considered fully earned where allowed by law, and no
refund will be made. A refund of unearned disability premium, if applicable, will be paid, calculated as of the date of death. If
death is due to suicide any refund will also include any unearned disability premium. The unearned premium is computed by
subtracting the premium earned from the original premium charged. This refund will be calculated for gross decreasing
coverage, according to the Rule of 78's (also known as the Sum of Digits); for disability coverage, according to the Rule of 78's
method.

The period between the effective date of coverage and the premature termination date will be computed in whole months using
the 15/16 day rule. Refunds of less than $5.00 will not be made.
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BENEFIT LIMITS

A. Amount of Insurance — The Monthly Benefit payable will be the lesser of: 1.) the Monthly Debt Payment; or 2.) the
Maximum Monthly Benefit shown in the Schedule. For a portion of a month the monthly benefit payment for each day
of Involuntary Unemployment will be 1/30th of the Monthly Benefit.

B. The Monthly Benefits will cease on the earliest of the following:
1. Your return to full-time work (30 hours or more);
2. Payment of debt in full; or
3. Payment of 12 consecutive monthly benefits. (per occurrence).

C. To automatically re-qualify for 12 monthly benefits per occurrence, you must return to full-time work (30 hours or more)
for a period of 120 days.

D. If you have not received 12 consecutive monthly benefits per occurrence, you are automatically re-eligible from the first
day you return to full-time work (30 hours or more) for any remaining benefits.

In no event will Monthly Benefits be paid after the Scheduled Maturity Date of the Debt. The maximum term of the debt is

60 months.

IV. ELIGIBILITY FOR COVERAGE

When there are two Debtors on a debt, either may elect the single coverage.

Coverage was written based on the following eligibility requirements:

A. You have a debt agreement with the Creditor which provides for equal monthly installments;

B. You are working for salary, wages at least thirty (30) hours a week in a non-seasonal, non-temporary occupation.

C. You have not received notice of a layoff or employment termination within 60 days of the termination notice or plant
closing.

D. You are not self-employed (including independent contractors) or a member of the military full time.

E. The maximum term of the debt is 60 months.

V. ELIGIBILITY FOR BENEFITS

Debtors may name Second Beneficiaries which are shown in the schedule.

To be eligible for benefits under this certificate, you must:

A. Have been unable to work for salary, wages or other employment income as a result of Involuntary Unemployment for
at least thirty (30) consecutive days;

B. 1. Have a loss of salary, wages or other employment income occurred as the result of either Layoff or Termination by

Employer; or
2. Provide the Company with Union or Employer verification of loss of salary, wages or other employment income,
which occurred as the result of a General Strike, Unionized Labor Dispute or Lockout; or
3. Provide the Company other reasonable proof of unemployment.
Eligibility for Monthly Benefits will begin on the thirty-first (31) day of Involuntary Unemployment. Thereafter, the
Company will pay retroactively, beginning with the first day of Involuntary Unemployment, the Amount of Insurance to
the Creditor. Upon our request, you must complete and return to us the continuing claim form as proof of continuing
Involuntary Unemployment. We will not accept proof of loss resulting from Involuntary Unemployment more than one
year after you became involuntarily unemployed.
VI. EXCLUSIONS

The insurance described in this certificate does not apply to:

A. Resignation;

B. Retirement;

C. Loss of income due to disability caused by accident, sickness, disease, or pregnancy; or

D. Loss of income due to termination as the result of willful misconduct (a transgression of some established and definite
rule of conduct, a forbidden act, or a willful dereliction of duty) or criminal misconduct (unlawful behavior as determined
by local, State or Federal law).

VIl. CONDITIONS

A. Debtor’s Statements: Statements made by the Debtor in the Application for Involuntary Unemployment Insurance
shall be used to determine eligibility for coverage. If a Debtor who is not gainfully employed correctly stated
employment status information in an application signed by the Debtor, and if a group certificate is issued, the Company
or its authorized representative must pay a benefit if due, unless the Company had discovered its error, terminated
coverage, and refunded the premium all within 60 days of the effective date of the Debt and while the Debtor is not
involuntary unemployed and not met the waiting period.

B. Payment of Benefit: Monthly Benefits shall be paid directly to the Creditor to reduce or pay off your account.

C Incontestability: This Certificate is not contestable after it has been in force during your lifetime for a period of two
years. No statement relating to insurability shall be used to contest the insurance unless it is contained in a written
Application signed by you. A copy of the Application must have been provided to you or your estate.

D. Conformity with State Statutes: Terms of this certificate which are in conflict with the statutes of the state wherein
the Group Policy is delivered are hereby amended to conform with the minimum standards of such statutes.

E. Payment of Premium: The single premium is due and payable on the Effective Date of the debt shown in the
certificate Schedule. The premium for Involuntary Unemployment insurance will be calculated by multiplying the
premium rate applicable to the term of the debt by the Initial Amount of Insurance. The Initial Amount of Insurance is
the Monthly Benefit times the term of the debt.
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Term of Debtor’s Certificate: The insurance will end on the earliest of:

the Scheduled Maturity Date of the debt;

the date that there is no longer a debt;

upon prepayment, renewal or refinancing of the debt

the date requested in writing by you; or

the date on which 60 days have elapsed without a full contractual debt payment having been made to the Creditor.

N

. Cancellatlon of Coverage: The coverage may be cancelled by the Debtor by prior written notice to the Creditor or the

Company stating when such cancellation will become effective. The Company shall provide that in the event of

termination of the Policy, insurance coverage with the respect to the Debtor shall continue with either the original

Insurer or a new Insurer for the entire period for which the premium has been paid.

Refund: Any unearned premium will be: 1.) computed on a pro rata basis; and 2.) paid to you or credited to your

account at the option of the Creditor. No refund or credit less than $1.00 will be made. Refund calculations for a

portion of a debt month are: 1 - 14 days = the portion of the premium for that month will be considered unearned and a

refund made; 15 days or more = the portion of the premium for that month will be considered fully earned and no

refund will be made.

Entire Contract: The entire contract consists of the:

1. Group Master Policy;

2. Creditor's Application.

Filing a Claim:

1. You must notify us at the start of your involuntary unemployment by written notice to us or the
Creditor/Policyholder.

2. We will send you a claim form within 15 days of receipt of your notice per the terms of this certificate.

3. We will pay your debt payment per the terms of this certificate.

4. If you do not receive a claim form within 15 days, your notice to us in step 1 completes this claim procedure and
step 3 will begin without further notice to us.

Changes to Contract: No one can change the contract or alter its terms except by written amendment signed by our:

1) President; 2) Vice President; or 3) Secretary. Any changes made to the Group Policy will affect only those Debtors

becoming insured after the date of the change.

VIII.MANDATORY ARBITRATION
It is understood and agreed that the transaction evidenced by this certificate takes place in and substantially affects
interstate commerce. Any controversy or dispute arising out of or relating in any way to this certificate or the sale of this
certificate, including for recovery of any claim under this certificate and including the applicability of this arbitration clause
and the validity of this certificate, shall be resolved by neutral binding arbitration by the National Arbitration Forum (“NAF”),
under the Code of Procedure in effect at the time the claim is filed. All preliminary issues of arbitration will be decided by
the arbitrator(s).

1.

4.

The arbitration shall take place in the county of residence of the Insured before a single arbitrator or a panel of
arbitrators selected in accordance with the NAF Code of Procedure. NAF rules and forms may be obtained and all
claims shall be filed at any NAF office, www.arb-forum.com, or P.O Box 50191, Minneapolis, Minnesota 55405. The
NAF may be reached at 651-631-1105 or 800-474-2371.

Except for the filing fee and costs any party other than us may incur to present its case, the cost of the arbitration shall
be borne by us: unless the arbitrator(s) holds that a party is entitled to recover attorney’s fees and other fees and
expenses based upon applicable law.

It is understood and agreed that the arbitration shall be binding upon the parties, that the parties are waiving their right
to seek remedies in court, including the right to a jury trial, and that an arbitration award may not be set aside in later
litigation except upon the limited circumstances set forth in the Federal Arbitration Act.

All statues of limitation that would otherwise be applicable shall apply to any arbitration proceeding.

Neither party shall be precluded from instituting an action in court of competent jurisdiction to obtain a temporary
restraining order, a preliminary injunction or other equitable relief to preserve the status quo or prevent irreparable harm
pending the selection of the arbitrator(s) or the commencement and completion of the arbitration hearing.

In witness whereof, LYNDON SOUTHERN INSURANCE COMPANY has caused this certificate to be signed by two
authorized officers at Jacksonville, FL.

Authorized Officer Authorized Officer

For Policyholder Services: The Insured may contact the Company at:

Policyholder Service Department

Lyndon Southern Insurance Company

10151 Deerwood Park Blvd. Bldg. 100, Suite 500
Jacksonville, Florida 32256

(800) 888-2738
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LYNDON SOUTHERN INSURANCE COMPANY
(A Stock Company)
Administrative Office: 10151 Deerwood Park Blvd. Bldg. 100, Ste. 500, Jacksonville, Florida 32256

CERTIFICATE - SINGLE PREMIUM CREDIT PROPERTY INSURANCE
NOTICE: THE PURCHASE OF THIS INSURANCE IS VOLUNTARY. If YOU HAVE VALID AND COLLECTIBLE
INSURANCE ON THE SAME COLLATERAL TO OFFER TO THE CREDITOR, PURCHASE OF THIS COVERAGE WOULD
BE DUPLICATIVE AND UNNECESSARY.

Schedule of Insurance

CREDITOR NAME; CERTIFICATE/ACCOUNT NUMBER:
Mariner Finance, LLC

1380 HANOVER AVE

ALLENTOWN, PA 18109 ]

"EFFECTIVE DATE. PREMIUM AMOUNT:
12/04/2020 $520.88
TERM IN MONTHS MAXIMUM AMOUNT OF
INSURANCE:
48 $3,339.00

GENERAL DEFINITIONS

“WE?”, “US” and “OUR” mean the Lyndon Southern Insurance Company.
“HE”, “HIS” and “HIM” mean both genders.

“YOU” and “YOUR” mean the Insured.

INSURING AGREEMENTS

In return for payment of premiums, WE agree to insure YOU and the Creditor with an interest in personal property you buy or
pledge under a conditional sales contract, deferred payment contract, installment sales contract, security agreement of a direct
consumer loan (herein called agreement). Coverage is provided for the kinds of insurance described in the Certificate of
Insurance, subject to the provisions of the Master Policy WE issued to the Creditor. The Master Policy may be reviewed by
YOU at the Creditor’s place of business.

The insurance provided covers the interests of YOU and the Creditor up to the maximum stated on the Certificate Schedule.
Coverage for any one account will be limited to the maximum amount per account as shown in the Certificate Schedule. If
YOU have more than one account:

1. The maximum amount shown in the Certificate Schedule applies; and

2. The total insurance provided under all of YOUR accounts cannot exceed this amount.

Coverage begins on the effective date shown in the Certificate Schedule/Installment Sales Account Agreement and continue
until the expiration date shown in the Certificate Schedule.

PROPERTY INSURANCE

Coverage:
This insurance covers the interest of the Creditor and YOUR interest in personal property:

1. Purchased by YOU; and
2. Financed under an account agreement.
3. YOUR personal property held as collateral on direct consumer loan.

This coverage will:
1. Continue until the expiration date shown in the Certificate Schedule; and
2. Cover the insured property while anywhere within the United States of America, its territories or possessions; Canada,
Puerto Rico or while being transported between their ports.

Perils Insured:

This coverage provides insurance against direct and accidental loss or damage to insured personal property by: Fire; Smoke;
Lightning; Windstorm; Cyclone; Tornado; Flood; Hail; Earthquake; Explosion; Riot; Riot attending a strike; Civil Commotion;
Marine Perils while on ferries and/or in cars or transfers in connection with land conveyances; Aircraft; Vehicles; Collision;
Vandalism and Malicious Mischief; and Burglary from within a building, room or locked motor vehicle (of which there must be
visible evidence of forced entry); Holdup or Robbery; and Theft. A $100 deductible applies to theft losses.

HHCT-C2700-PA Re-order #14-023176 -02 INSURED’S COPY Page 1 of 2 8/06
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Perils not Insured:
We do not insure against;

1. Defective manufacture or materials, latent defect, rust, rot, mold contamination, vermin or inherent vice.

2. Wear and tear or abusive use.

3. Freezing or other extremes of temperature.

4. Misappropriation, secretion, conversion, infidelity or a dishonest or criminal act on the part of the debtor including his

employees, agents or others to whom the covered property may by entrusted (except a hired carrier).

5. Neglect of the debtor to use reasonable means to save and preserve the property at the time of, during and after any
loss or damage insured against.
War, including undeclared war, rebellion, revolution or warlike act by military personnel.
Nuclear action or reaction, radiation or radioactive contamination. We cover direct loss by fire resulting from the
nuclear hazard.

8. Mechanical, electrical or utility failures unless the result of a covered loss.
Limit of Liability:
Our liability for loss will be the cost to repair or replace the property insured at the time of loss, not to exceed the maximum
amount(s) shown on the Certificate Schedule.

6.
7.

GENERAL PROVISIONS

Premium Charged:
The premium rate charged by the Creditor to YOU will not exceed the premium rate filed with the State Insurance Department
for this insurance.

Refunds:
In the event this insurance is terminated before the term shown in the Schedule, the Creditor will promptly refund to YOU any
unearned premium. This refund will be calculated by the “pro rata”. Refunds of less than one dollar will not be made.
Notice of Claim:
Written proof of loss or damage must be filed:
1. With US; or
2. With one of OUR duly authorized representatives; and
3. Within 90 days from the date of loss.
If YOU do not notify US within 90 days, WE will not pay your claim.

Claim Forms:

The Creditor will report all notices and proof of loss to US on forms provided by US. If WE or the Creditor do not furnish YOU
with notice of loss forms within 15 days after the notice of claim, then YOU will be deemed to have complied with the filing of
“Notice of Loss”

Conformity to Statute:

The terms of this Certificate which are in conflict with the statutes of the state where it is issued are amended to comply with
such statutes.

Arbitration:

It is understood and agreed that the transaction evidenced by this certificate takes place in and substantially affects interstate
commerce. Any controversy or dispute arising out of or relating in any way to this certificate or the sale of this certificate,
including for recovery of any claim under this certificate and including the applicability of this arbitration clause and the validity
of this certificate, shall be resolved by neutral binding arbitration by the National Arbitration Forum (“NAF”"), under the Code of
Procedure in effect at the time the claim is filed. All preliminary issues of arbitration will be decided by the arbitrator(s).

1 The arbitration shall take place in the county of residence of the Insured before a single arbitrator or a panel of
arbitrators selected in accordance with the NAF Code of Procedure. NAF rules and forms may be obtained and all
claims shall be filed at any NAF office, www.arb-forum.com, or P.O Box 50191, Minneapolis, Minnesota 55405. The
NAF may be reached at 651-631-1105 or 800-474-2371.

2 Except for the filing fee and costs any party other than us may incur to present its case, the cost of the arbitration shall
be borne by us: unless the arbitrator(s) holds that a party is entitled to recover attorney’s fees and other fees and
expenses based upon applicable law.

3 ltis understood and agreed that the arbitration shall be binding upon the parties, that the parties are waiving their right
to seek remedies in court, including the right to a jury trial, and that an arbitration award may not be set aside in later
litigation except upon the limited circumstances set forth in the Federal Arbitration Act.

4 All statues of limitation that would otherwise be applicable shall apply to any arbitration proceeding.

Neither party shall be precluded from instituting an action in court of competent jurisdiction to obtain a temporary restraining
order, a preliminary injunction or other equitable relief to preserve the status quo or prevent irreparable harm pending the
selection of the arbitrator(s) or the commencement and completion of the arbitration hearing.

Authorized Officer Authorized Officer
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LYNDON SOUTHERN INSURANCE COMPANY
(A Stock Company)
Administrative Office: 10151 Deerwood Park Blvd. Bldg. 100, Ste. 500, Jacksonville, Florida 32256

CERTIFICATE - SINGLE PREMIUM CREDIT PROPERTY INSURANCE

NOTICE: THE PURCHASE OF THIS INSURANCE IS VOLUNTARY. If YOU HAVE VALID AND COLLECTIBLE

INSURANCE ON THE SAME COLLATERAL TO OFFER TO THE CREDITOR, PURCHASE OF THIS COVERAGE WOULD
BE DUPLICATIVE AND UNNECESSARY.

Schedule of Insurance

CREDITOR NAME: CERTIFICATE/ACCOUNT NUMBER:
Mariner Finance, LLC
1380 HANOVER AVE

_ ALLENTOWN, PA 18109 ]

EFFECTIVE DATE. PREMIUM AMOUNT:
12/04/2020 $520.88
TERM IN MONTHS MAXIMUM AMOUNT OF
INSURANCE:
48 $3,339.00

I, the insured Debtor in the Certificate described above, certify that | am unable to surrender and deliver said Certificate to
Lyndon Southern Insurance Company and | agree to indemnify and protect the said company against any claim or loss that
may be asserted against said company under said Certificate by any person or persons and that | further request cancellation
of said Certificate and accept receipt of the unearned portion of the premium calculated thereon; and that | further agree and

understand that this Certificate shall terminate and cease to exist at 12:01 A.M., Standard Time at my address on the date
shown below.

DATE OF CANCELLATION: RETURN PREMIUM $

DEBTOR SIGNATURE:

WITNESS SIGNATURE:

HHCT-C2700-PA Re-order #14-023176 -02 CANCELLATION COPY 8/06
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EXCLUSIONS:

This benefit will not pay for any Loss due to:

Disease, bodily or mental infirmity or medical or surgical treatment thereof; or

Primary or secondary bacterial infections, except infections accidentally sustained or whose primary cause resulted

from medical or surgical treatment related to an accidental injury; or

Suicide or intentionally self-inflicted injury, while sane or insane; or

Injury, caused by flight in, descending or descending from a non-scheduled aircraft; or

Injury sustained while on duty with the Armed Forces of any country; or

Injury incurred during the commission of a felony, or a subsequent confinement directly related to the commission of

a felony. This limitation will not apply to a public official who is present at the commission of the felony in his official

capacity; or

Participating in an insurrection, or participation in a riot. This limitation will not apply to a public official who is present

at the insurrection or riot in his official capacity;

H. Injury sustained due to any loss sustained or contracted in consequence of the Insured’s being intoxicated or under
the influence of narcotics unless administered on the advice of a physician; or

l. A preexisting illness, disease or physical condition for which medical advice, consultation or treatment was required
or recommended within ninety (90) days immediately preceding the Effective Date of the debtor’'s coverage and for
which medical advice consultation or treatment was required or recommended within the six months following the
Effective Date of coverage.

WORLD WIDE COVERAGE: This Certificate will cover Loss from an accident (except as defined herein) with no restrictions as

to the country or territory in which it occurs.

SINGLE PREMIUM CONSIDERATION: The Consideration for issuing this policy is the application and the payment of the

single premium. This insurance begins at 12:01 A.M., Standard Time on the Effective Date, and ends at the same time on the

Expiration Date shown above.

mTmoo w»

@

DEFINITIONS:
A. Whenever the words “we”, “us” and “our” are used in this Certificate they shall refer to the company shown above.
B. Whenever the words “you” and “your” are used in this Certificate they shall refer to the Insured.
C. “Loss” as used in this Certificate with reference to hand, foot, or eye, means:
1. Severance of a hand at or above your wrist; or
2. Severance of a foot at or above your ankle; or
3. Entire and irrevocable loss of your sight.
D. “Injury” as used in this Certificate means bodily injury as evidenced by a visible contusion or wound on the exterior of
the body (except for internal injuries revealed by autopsy) caused by accident occurring while this policy is in force.
E. “Covered Person” as herein defined may be (1) The Creditor Customer; (2) The lawful spouse of the Creditor

Customer; and (3) each Unmarried dependent child or dependent grandchild of Creditor Customer spouse under 21
years of age. A dependent child or dependent grandchild who develops a mental or nervous condition, problem, or
disorder may be covered to age 24 unless such child is and continues to be both 1) incapable of self sustaining
employment, and 2) chiefly dependent upon the Certificate holder for support and maintenance, provided proof of such
incapacity and dependency is furnished to Us within 31 days of the child’s attainment of the limiting age. We may
require subsequent proof, but not more frequently than annually after the two year period following the child’s
attainment of the limiting age. Such person must be named on the Schedule as a covered Person. Once coverage
has been accepted and the premium paid, coverage cannot be terminated or voided, by Us for failure to qualify under
the definition of Covered Person.

CERTIFICATE PROVISIONS
ENTIRE CONTRACT; CHANGES: The Master Policy, including the application, endorsements and the attached papers, if
any, make up the entire contract of insurance. No changes in this policy shall be valid until approved by an executive
officer of the Company and endorsed or attached hereto. No agent has authority to change this policy or to waive any of its
provisions.
REPRESENTATIONS: All statements in your application for this policy shall be deemed to be representations and not
warranties. No statement made for the purpose of effecting insurance shall avoid such insurance or reduce benefits, unless
contained in a written instrument signed by you, a copy of which has been furnished to you or your beneficiary.
TIME LIMIT ON CERTAIN DEFENSES: After two years from the date of issue of this Certificate, no statements you made in
the application for such Certificate shall be used to void the Certificate or to deny a claim for loss incurred, as defined
in the Certificate, after the expiration of such two-year period. After this Certificate has been in force for a period of two years
during the Insured’s lifetime, it shall become incontestable as to the statements contained in the application.
OTHER INSURANCE WITH THE COMPANY: If an accidental death and dismemberment policy or policies previously issued
by the Company to you is in force at the same time as this policy, making the aggregate indemnity for accidental death or
dismemberment in excess of $100,000, the excess insurance shall be void and all premiums paid for the excess shall be
returned to you or your estate.
NOTICE OF CLAIM: Written notice of claim must be given to us within twenty days after the occurrence of any loss covered
by this Certificate, or as soon thereafter as is reasonably possible. Notice given by you or on your behalf or on behalf of
your Beneficiary to us at our Administrative Office in Jacksonville, Florida, or to any authorized agent of the Company shall be
deemed notice to the Company.
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CLAIM FORMS: We, upon receipt of a notice of claim, will furnish to the claimant forms to be used to file proof of loss. If
such forms are not furnished within fifteen working days after we are so notified, the claimant shall be assumed to have
complied with the requirements of the policy as to proof of loss upon submitting, within the time fixed in the policy for filing
proofs of loss, written proof covering the occurrence, nature and extent of the loss for which claim is made.

PROOFS OF LOSS: Written proof of loss and a copy of this Certificate must be furnished to us at our Administrative Office
within ninety days after the date of the loss for which the claim is made. Failure to furnish such proof within the time
required shall not invalidate nor reduce any claim if it was not reasonably possible to give proof within such time; provided
such proof is furnished as soon as reasonably possible and in no event, except in the absence of legal capacity, later than
one year from the time proof is otherwise required.

PAYMENT OF CLAIMS: Benefits payable for loss of life will be paid to the designated beneficiary in accordance with
the provisions prescribed in this Certificate. If no such designation or provision is effective at the time of payment, such
benefits will be paid to your estate. Any other accrued indemnities unpaid at your death may, at our option, be paid either
to such Beneficiary or to your estate. All other benefits payable under this Certificate shall be paid to you. All benefits
payable under the Certificate will be payable immediately upon receipt of due written proof of loss. Should we fail to pay the
benefits payable under our policy upon receipt of due written proof of loss, we shall have fifteen working days thereafter to
mail you or your beneficiary a letter of notice which states the reasons we may have for failing to pay the claim, either in
whole or in part; and which also gives a written itemization of any documents or other information needed to process the
claim or any portions which are not being paid. When all of the listed documents or other information needed to process the
claim has been received, we shall then have fifteen working days to process and either pay the claim or deny it, in whole or
in part, giving the reasons we may have for denying such claim or any portion thereof. Should we fail to comply in a timely
manner with the schedule as indicated above, we will pay you interest equal to 18 percent per annum on the proceeds or
benefits due under the terms of the policy.

TERMINATION OF INSURANCE: The insurance automatically terminates on the earliest of the following dates: (1) the
Expiration Date shown in the Schedule; (2) when you request cancellation by mailing written notice to Us; or 3) when you
receive at least forty-five (45) days advance written notice of cancellation from us.

REFUNDS: Upon termination, any unearned premium will be paid to the Certificate holder within thirty (30) days following
such termination. If the Certificate holder cancels, the earned premium shall be computed using the short-rate method. If
We cancel, the earned premium shall be computed pro rata.

PHYSICAL EXAMINATION AND AUTOPSY: We at our own expense shall have the right to examine you when and as
often as we may reasonably require in respect to a claim under this policy and to make an autopsy in case of death
where it is not forbidden by law.

LEGAL ACTIONS: No action at law or in equity shall be brought to recover on the Master Policy or any Certificate of
Insurance within sixty days after written proof of loss has been furnished in accordance with the requirements of this policy.
No such action shall be brought after the expiration of three years after the time written proof of loss is required to be
furnished.

MISSTATEMENT OF AGE: If your age has been misstated, all amounts payable under this Certificate shall be such
as the premium paid would have purchased at the correct age.

MAXIMUM AGE LIMITS: No person will be eligible for insurance if the scheduled expiration date of his proposed
insurance is later than his 76" birthday. If the Company accepts a premium for insurance past such maximum age, then the
excess insurance shall not be valid provided the Company refunds the premium for such excess coverage during your
lifetime and within sixty (60) days of the acceptance of such premium. If such refund is not made within that period,
coverage will be continued in full force and effect.

CHANGE OF BENEFICIARY: The right to change a beneficiary is reserved to you and the consent of the beneficiary shall
not be needed to assign this policy. No change of beneficiary under this policy shall be binding upon us unless and until
the original or duplicate thereof is received at our Administrative Office.

ASSIGNMENT: This policy may be assigned as collateral to cover a loan. All of your rights and the rights of your
beneficiary will be transferred only to the extent of the assignee’s interest. No assignment of interest under this policy will
be binding on the Company until a duplicate of the assignment is filed at our Administrative Office. We are not responsible
for the validity of any assignment.

CONFORMITY WITH STATE STATUTES: Any provision of this policy which, on its effective date, is in conflict with the
statutes of the state in which you reside is amended to conform to the minimum requirements of such statutes.
MANDATORY BINDING ARBITRATION:

It is understood and agreed that the transaction evidenced by this certificate takes place in and
substantially affects interstate commerce. Any controversy or dispute arising out of or relating in any way to
this certificate or the sale of this certificate, including for recovery of any claim under this certificate and
including the applicability of this arbitration clause and the validity of this certificate, shall be resolved by neutral
binding arbitration by the National Arbitration Forum (“NAF”), under the Code of Procedure in effect at the time the
claim is filed. All preliminary issues of arbitration will be decided by the arbitrator(s).

1. The arbitration shall take place in the county of residence of the Insured before a single arbitrator or a panel
of arbitrators selected in accordance with the NAF Code of Procedure. NAF rules and forms may be
obtained and all claims shall be filed at any NAF office, www.arb-forum.com, or P.O Box 50191,
Minneapolis, Minnesota 55405. The NAF may be reached at 651-631-1105 or 800-474-2371.
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2. Except for the filing fee and costs any party other than us may incur to present its case, the cost of the
arbitration shall be borne by us: unless the arbitrator(s) holds that a party is entitled to recover attorney’s

fees and other fees and expenses based upon applicable law.
3. It is understood and agreed that the arbitration shall be binding upon the parties, that the parties are

waiving their right to seek remedies in court, including the right to a jury trial, and that an arbitration award
may not be set aside in later litigation except upon the limited circumstances set forth in the Federal

Arbitration Act.
4. All statues of limitation that would otherwise be applicable shall apply to any arbitration proceeding.
Neither party shall be precluded from instituting an action in court of competent jurisdiction to obtain a temporary
restraining order, a preliminary injunction or other equitable relief to preserve the status quo or prevent irreparable
harm pending the selection of the arbitrator(s) or the commencement and completion of the arbitration hearing.

IN WITNESS WHEREOF, we have caused this policy to be executed by our President and Secretary.

Secretary President
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Group Master Policy No.

Life of the South Insurance Company
Administrative Office: 10151 Deerwood Park Blvd. Bldg. 100, Suite 500
Jacksonville, Florida 32256 - 1-800-888-2738

(HEREIN CALLED THE COMPANY)
ACCIDENTAL DEATH, DISMEMBERMENT, & LOSS OF SIGHT INSURANCE CERTIFICATE APPLICATION

FRAUD WARNING:
ANY PERSON WHO KNOWINGLY AND WITH INTENT TO DEFRAUD ANY INSURANCE COMPANY OR OTHER PERSON

FILES AN APPLICATION FOR INSURANCE OR STATEMENT OF CLAIM CONTAINING ANY MATERIALLY FALSE
INFORMATION OR CONCEALS FOR THE PURPOSE OF MISLEADING, INFORMATION CONCERNING ANY FACT
MATERIAL THERETO COMMITS A FRAUDULENT INSURANCE ACT, WHICH IS A CRIME AND SUBJECTS SUCH
PERSON TO CRIMINAL AND CIVIL PENALTIES.

We agree to insure the Covered Person(s) named below (herein called You and Your) against specified Loss resulting from
accidental bodily injuries. If the accidental bodily injuries are the direct and independent cause of the loss and occur while this
Certificate is in force, payment of the benefits are subject to the provisions, conditions, limitations, and exclusions of

this Certificate.
THIS IS APPLICATION IS FOR AN ACCIDENT ONLY CERTIFICATE AND IT DOES NOT PAY BENEFITS FOR LOSS FROM SICKNESS

NAME OF APPLICANT AGE CERTIFICATE NUMBER
ADDRESS (NUMBER, STREET) EFFECTIVE DATE TERM (MOS.)
12/04/2020 48
CITY, STATE, ZIP CODE EXPIRATION DATE | MAXIMUM COVERAGE
12/04/2024 $100,000
COVERED PERSONS AGE BENEI:EIEII_GIIROYNSSnﬁ,ME & PRINCIPAL SUM PREMIUM
The Applicant designated above. a1 $15,000.00 $ 360.00
$ $
$ $
$ $
TOTAL PREMIUM  $ 360.00
PAID

CANCELLATION OF ABOVE POLICY

I, the named Insured in the Policy described above certify that | am unable to surrender and deliver said Policy to the above
Company and | agree to indemnify and protect the Life Insurance Company against any claim of loss that may be asserted
against said Company and accept receipt by any person or persons and that | further request cancellation of said Policy and
accept receipt of the unearned portion of the premium calculated thereon; and | further agree and understand that this Policy
shall terminate and benefits thereon cease to exist at 12:00 noon, Standard Time, at my address on the date shown below.

DATE OF CANCELLATION REFUND $ TOTAL $
Signature of Witness Signature of Insured
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IMPORTANT INFORMATION
ABOUT PROCEDURES
FOR OPENING A NEW

ACCOUNT

To help the government fight the funding of terrorism
and money laundering activities, Federal law requires
all financial institutions to obtain, verify, and record
information that identifies each person who opens an
account.

What this means for you: When you open an
account, we will ask for your name, address, date of
birth, and other information that will allow us to
identify you. We may also ask to see your driver’s
license or other 1dentifying documents.
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DISCLOSURES REQUIRED UNDER AMENDMENTS TO THE FAIR CREDIT

REPORTING ACT

1. REQUIREMENT TO DISCLOSE COMMUNICATIONS TO A CONSUMER

REPORTING AGENCY.

We may report information about your account to credit bureaus. Late payments,
missed payments, or other defaults on your account may be reflected in your
credit report.

. PROCEDURES TO ENHANCE THE ACCURACY AND INTEGRITY OF

INFORMATION FURNISHED TO CONSUMER REPORTING AGENCIES.

If you seek to dispute the accuracy of information that Mariner Finance has
provided to consumer reporting agencies you can notify the consumer reporting
agency of your dispute. Should their investigation reveal that any information
furnished by Mariner Finance was either incomplete, inaccurate, or can no longer
be verified, the information will be corrected or removed from the consumer
report, as appropriate.

. ADDITIONAL RIGHTS TO REPORT DISPUTES DIRECTLY TO MARINER

FINANCE
Additionally, you have the right to report disputes directly to Mariner Finance at
the following address:
Mariner Finance, LLC
8211 Town Center Drive
Baltimore, Maryland 21236
Your written notice to us should contain the following:
a. identification of the specific information that is being disputed;
b. explanation of the basis for the dispute; and
c. include as an attachment copies of all supporting documentation
required by Mariner Finance to substantiate the basis of the dispute.

. VICTIMS OF IDENTITY THEFT

If you believe that you have become the victim of identity theft, and that Mariner
Finance has reported information to a consumer reporting agency that is the result
of identity theft, you should submit an Identity Theft report to Mariner Finance.
An Identity Theft Report is a report that:

a. Alleges fraud as a result of identity theft;

b. Includes a copy of an official, valid report that you have filed with the

appropriate federal, state or local law enforcement agency; and

c. Subjects you to criminal penalties if perjury is committed.
You may request copies of application and business transaction records that are in
our control that evidence any transaction alleged to be a result of identity theft.
You can request that these records be sent to you, or any law enforcement agency
or officer that you specify or authorize to receive these records. The Identity
Theft Reports and any requests for records should be mailed to the same address
indicated in 3. above.

Rev. 6/14
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Mariner Finance Date: December 04, 2020

RE: Account Number _

Mariner Finance would like to thank you for the opportunity to assist with your financial needs. This letter includes important information
about your new account as well as instructions on how to make your payments. Please retain this document with your loan agreement and
records.

Account Details

Your new account number is — and your first payment in the amount of $176.18 is due on _January 08, 2021
After your first payment, your regular monthly payment of $162.33 will be due on the 8th _ day of each month. Please review your
loan agreement for information regarding late payments and other fees that may apply.

Online Documents and Account Access

Accessing your loan agreement and other documents online is easy! Our online Customer Account Center is available 24 hours a day, and it
only takes a few minutes to register your account.

1) Go to www.marinerfinance.com and click on the Account Login link in the upper right corner of the website.
2) Click on the Sign in Help/Register link and follow the instructions. On the registration page, you will be asked for your full name,
your social security number, birth date, zip code, and email address.
3) Upon completion of the registration process, you will be able to:
a. view, download, and/or print your loan documents;
b. view your account details and transaction history; and
c. make payments online.

How to make your monthly payments

You can make your monthly payment in any of the following ways:
e |n person — Stop by any branch during regular business hours.
e By mail — When mailing your payment, please include your account number and send your payment to:
Mariner Finance, LLC, P.O. Box 44490, Baltimore, MD 21236
e Online* — Log into the Customer Account Center at www.marinerfinance.com or make payments directly through your financial
institution’s bill payment service.
e By phone* - To pay by phone, please call during business hours at (855)-328-1450

NOTE: You will not receive a coupon book or monthly statement. This letter details all of your payment information and options.
How may we help you?

At Mariner Finance we pride ourselves on superior customer service and look forward to helping with all your financial needs. When extra
money is needed to consolidate bills or cover unexpected expenses or purchases, we can provide personalized solutions to meet a variety of
financing needs.** In some states, we also broker mortgages and can help you find a mortgage.

15-Day Satisfaction Guarantee: If, for any reason, you are dissatisfied with your loan and repay it in full within 15 days, we will waive all
finance charges and cancel all coverages with no penalty. Your repayment amount must be in the form of cash or certified funds.

If at any time you need additional money, or have a question about your account, please do not hesitate to call us.
Yours truly,

Mariner Finance
877-248-7073

*Additional charges may apply **Subject to normal lending requirements

10692-01
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EQUITY PREDATORS: STRIPPING, FLIPPING
AND PACKING THEIR WAY TO PROFITS

MONDAY, MARCH 16, 1998

UNITED STATES SENATE,
SPECIAL COMMITTEE ON AGING,
Washington, DC.

The committee met, pursuant to notice, at 1:01 p.m., in room
SD-628, Dirksen Senate Office Building, Hon. Charles E. Grassley
(chairman of the committee), presiding.

Present: Senators Grassley, Collins, and Breaux.

OPENING STATEMENT OF SENATOR CHARLES GRASSLEY,
CHAIRMAN

The CHAIRMAN. Good afterncon. I welcome all of you to our hear-
ing, which is on the subject of “Equity Predators: Stripping, Flip-
ping and Packing Their Way to Profits.”

First, let me say welcome and thank you to each of our wit-
nesses, one of whom is jeopardizing his future in the industry by
being here, three of whom will relive some very painful situations,
and our panel of experts who have taken time to share their exper-
tise with us.

Next, let me also say welcome and thank you to other members,
particularly Senator Breaux who is here, and there will be others
coming along shortly because I know they want to take time out
of their busy schedules to be with us, and of course, the members
of the public who are here and are very much interested in this
issue.

We are pleased to have in attendance today Mr. Raymond White,
another victim of predatory lending practices. Mr. White is here
today because he believes strongly that such practices must be
stopped. I would like to ask Mr. White to stand so we can recognize
him at this point.

[Mr. White stands.]

Thank you very much, Mr. White, for your interest in this issue.

“Equity predators” at first blush might sound like a new horror
movie targeted to bring chills and thrills to teenagers across Amer-
ica. Unfortunately, the topic that we are talking about today is in
fact a horror. However, there are no chills and thrills, and the tar-
get of these equity predators is not teenagers, but anyone who has
a good deal of equity in their home, especially unsuspecting senior
citizens, especially females, who are equity-rich and cash-poor.

What exactly are we talking about when we say that equity pred-
ators target folks who are equity-rich and cash-poor? These folks
are our mothers and our fathers, our aunts and uncles, and all

1
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people who live on fixed incomes. These are people who oftentimes
exist from check to check and dollar to dollar, and who have put
their blood, sweat and tears into buying a piece of the American
dream, and that is their own home.

This should not come as a surprise. In fact, do not be surprised,
because it is estimated that more than 23 million American home-
owners have no mortgage debt and that the average age of such a
homeowner is 64%. Indeed, for many senior homeowners, the eq-
uity in their homes represents their lifetime savings and their larg-
est asset. In fact, the estimates of their collective equity range from
600 billion to more than 1 trillion. So it is no wonder that these
folks have become the apple of many a lending company’s eye.

o Before I get into a little bit more depth about the practices used
by some lending companies to rip off our senior citizens, there is
something that needs to be said clearly and unequivocally. Most
subprime lending institutions operate in an appropriate, ethical,
moral, compassionate and legal manner. They provide a vital serv-
ice to those borrowers who may be unable to take advantage of tra-
ditional lending institutions because of such things as poor credit
and insufficient income. These lending companies are providing
thousands of seniors with needed cash—cash that is used to pay for
everything ranging from medical bills to transportation.

Now let me turn more directly to our matter at hand. Equity
predators, these con artists, are in the cheating and swindling busi-
ness. They make money by stripping, flipping and packing the
loans they make to unsuspecting consumers. These are often trust-
ing senior citizens with little inowledge about finance and the
practices of lending institutions. .

You just heard me say a few terms that might have different
meanings depending on what part of the country you come from.
Those terms are “stripping,” “flipping” and “packing.” We have a
chart up here that will give you the definitions—a glossary of
terms that will be useful as we discuss the practices used by some
in this industry.

Another question legitimately asked is just how prevalent this
problem is. I wish I had a statistically valid number for you, but
none exists, and that is very unfortunate. But there are a few
things I can say and can say with certainty. During the course of
conducting the investigation for this hearing, it became apparent
that often the victims of equity predators are rarely aware of the
fact that they have been the subject of a scam. In fact, it has been
reported that home repair and equity fraud have stripped the value
from the homes of about 100,000 unsuspecting people in 20 States.

In addition, the sheer size of the home equity market is incred-
ible and would naturally attract unworthy business people. Just
imagine—home equity loans jumped from 1 billion in 1982 to 600
billion in 1996. Next, it is estimated that about 663,000 elderly
households have lived in their homes for over 20 years, own their
homes free of mortgage debt, have incomes of $30,000 or less and
have equity of $100,000 or more. Even the experts to whom we
spoke all seemed to agree on one thing—they are seeing more and
more cases of predatory lending and, as I said, who knows what we
are not seeing.
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In fact, we learned that the State of California determined the
g}'oblem of predatory lending was signiﬁcant enough to merit a

aud unit with local district attorneys’ offices devoted solely to ad-
dressing this problem.

Today we are going to hear from seven panelists. Three wit-
nesses are going to talk about their personal and very painful expe-
riences with lending institutions. While listening to these wit-
nesses, please pay particular attention to each of their stories. One
will explain how her family was scammed through a home repair
scheme, one through the financing of a consumer item, and one by
simply calling one of the 800 numbers advertising that the com-
pa’i‘l{ sold money.

ese witnesses all ended up in the same boat—just about losing
their homes—but the way it happened was tailored to their par-
ticular situations at the time.

Then we will hear from a gentleman who worked in the lending
business. He will give us the real scoop on how predatory lenders
do what they do to unsuspecting homeowners and the crafty, sys-
tematic practices employed by some lending institutions that actu-
ally “bleed” the equity from the borrowers’ homes.

Thereafter we will hear from a professor of law who will speak
about some internal corporate documents and provide his opinion
on some segments of the training tape used to train employees in
the “ways of lending.”

The Federal Trade Commission will speak about their most re-
cent investigation into predatory lending practices; and last but not
least, we will hear from a committed, experienced, legal aid attor-
ney who has devoted the last decade to helping unsuspecting bor-
rowers on the verge of collapse.

Before we begin, I want to quote a victim—a quote that in my
mind sums up what we are all talking about here today. She said
the following: “They did what a man with a gun in a dark alley
could not do. They stole my house.”

I will now turn to Senator Breaux and then to Senator Collins.

STATEMENT OF SENATOR JOHN BREAUX

Senator BREAUX. Thank you very much, Chairman Grassley, for
having these extremely important hearings at this particular time.

There is clearly no greater violence to standards of decency and
justice in America than to have predators who prey on children and
predators who prey on the elderly in our country. Our hearing this
afternoon focuses on what is, unfortunately, just the latest scam
that is beinfg perpetrated against older Americans in this country.

Victims of predatory lending practices often spent an entire life-
time building equity in their homes. They become vulnerable to un-
scrupulous lenders because of their limited incomes and trusting
natures, essentially being tricked into mortgaging what is probably
their only tangible asset—their home. Because of limited cash flow,
these homeowners are often tempted to refinance their homes to
consolidate debts, or to make needed home repairs or improve-
ments to their homes.

In recent years, the subprime lending market, where credit is ex-
tended to high-risk borrowers, has greatly expanded. Some may
argue that this is only in response to increasing demand for credit
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and that subprime lenders are in fact providing a service to those
who cannot simply walk into a bank and get a Fow, fixed-rate loan.
Nevertheless, from what we will hear today, the subprime industry
appears to be ripe for abuse.

Many lenders, and in fact most lenders, in the subprime market
are reputable lenders and are not the subject of this hearing today.
We are here today to discuss, rather, those who are thriving in the
market by taking advantage of unsuspecting, needy and elderly
homeowners.

What makes these bad apples different from the good guys in the
industry is the use of deception, forged documents, and intimidat-
ing borrowers into borrowing money based not on their ability to
repay the loan, but rather on the equity that exists in their home.
And it takes cash—not a home—to repay a loan.

Some of these lenders in the subprime industry seek to profit by
taking advantage of some of the weakest, least informed members
of our society. Our goal for this hearing is to raise awareness of
these kinds of practices and to educate seniors on how to identify
and avoid these problems before they are drawn into a loan or a
hmortgage that they will not be able to repay before they lose their

omes.

Elderly people who live on fixed incomes are often easy prey for
lenders who seek to take advantage of them. An older homeowner
is often a predatory lender’s dream. After years of making timel
mortgage payments, these men and women have built up a wea]tK
of equity in their homes, and they usually get by on fixed incomes
and may not have enough money to make the necessary repairs to
their homes or to make purchases of high-cost necessities such as
prescription drugs. They are equity-rich but cash-poor. A home eq-
uity loan is similar to dangling a bundle of cash in front of them.

’1¥he predatory lenders use deceptive and intimidating practices
to coerce homeowners into accepting loans that will ultimately
prove detrimental to their financial situation. These practices, as
Chairman Grassley has pointed out, include “stripping,” which is
extending a loan based on the equity accrued in a home and not
the ability to repay the loan, or making a loan that is intended to
fail; “flipping,” which is continually inducing the borrower to refi-
nance his or her loan while the loan balance simply grows larger
and larger each time, and the lender makes more and more money
through the high points that are charged; and finally, “packing,”
which is tacking unnecessary or overpriced credit insurance onto
the loan balance.

Predatory lending can strip our seniors who have worked hard
their entire lives of their one form of financial security-—their
homes. These homes represent their past, their hard work, perhaps
where they raised their children, and hope to spend their final
years.

It is easy for critics of hearings like this to say simply, “Well, the
buyer should beware.” While that is important to bear in mind, it
does not mean that we should not also raise awareness about this
issue and the deceptions involved. All borrowers, particularly sen-
iors, should know about these predatory lending practices and be
equipped with the knowledge and the tools that they need to avoid
financial disaster.
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Unlike a bad financial decision made when one is young, mort-
gaging a home the wrong way late in life usually cannot be cor-
rected if it goes sour.

Thank you again, Mr. Chairman, for chairing these very impor-
tant and worthwhile hearings. )

The CHAIRMAN. I appreciate your cooperation, Senator Breaux,
as the ranking member of this committee, not only on this hearing
but on the several hearings that we have had. :

Senator Collins. .

STATEMENT OF SENATOR SUSAN COLLIN

Senator COLLINS. Thank you, Mr. Chairman.

Mr. Chairman, I want to start today by applauding you for hold-
ing these hearings to shine the light of day on predatory practices
in the subprime mortgage lending market. While any scam that
targets our senior citizens is deserving of our condemnation, there
is something particularly cruel and callous about schemes which
have as their objective, or even as their likely outcome, the removal
of people from their homes.

For most older Americans, a home represents far more than just
a shelter. It is a source of security in what are often insecure times.
It is a symbol of continuity during periods of rapid and sometimes
unwelcome change. It is a repository of memories of young children
and neighborhood friends who may have moved away. For some of
our elderly, their home is their one substantial asset to which they
can turn in the event of a personal or family emergency.

In preparing for this hearing, Mr. Chairman, I was particularly
struck by the couple who had raised 10 foster children in their
home, onl{l to experience the fear and pain of a foreclosure proceed-
ing brought about by clearly unfair lending practices. There is a
tragic irony in the fact that a structure that had been the site of
S0 n(lluch kindness could become the target of such unprincipled

eed. ,
grThere is also a cruel irony in the fact that the abuses which are
the subject of today’s hearing exploit character traits that our soci-
ety holds in high regard. People become the targets of these scams
not because they have led extravagant lives, but because they have
made the sacrifice to pay off their mortgages and to accumulate
substantial equity in their homes. The reward for this financial re-
sponsibility is tﬁlat they show up as large blips on the radar
screens of the mortgage loan predators.

As with other scams directed at older Americans, this one ex-
ploits the trusting nature of so many of our senior citizens. One
cannot help but be struck by the fact that the victims of shady fi-
nancial practices are usually people who treat others with honesty
and fairness, and they assume in turn that they will be treated in

. a like manner. It is a sad thought, Mr. Chairman, that we may
have to start teaching suspicion and mistrust in our schools if we
are to spare our young people the experiences of their grand-
parents.

Mr. Chairman, I spent many years as the head of the State agen-
cy in Maine that regulates the financial services industry. I am all
too familiar with the abusive practices directed at our senior citi-
zens, whether it be the sale of unnecessary insurance or the -
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marketing of unsuitable investments or the making of unconscion-
able loans. All of these practices are really part of the larger prob-
lem of the exploitation of our older Americans, and it is a problem
for which we have not yet found a satisfactory answer.

We live in a time when we are justly proud of the accomplish-
ments of American capitalism, but there are those in our society
who fail to understand that it is not the profit motive alone that
drives our system, but also a sense of fair play and integrity. Strip
away those latter values, and you are left witi a perversion of the
American ethic.

Although this issue is beyond the scope of today’s hearing, I
would suggest, Mr. Chairman, that ultimately, we may need higher
legal stangards for those who provide financial services to our sen- .
ior citizens. The ordinary rules of the marketplace may simply not
suffice; they may not be adequate. To make an unfair loan to an
elderly person who does not appreciate the significance of the
transaction should not be right even if done without telling out-
right lies and in compliance with all the legal technicalities. The
day may come when people whom we treat as salespersons will
have to take on more of a fiduciary role when they are dealing with
our vulnerable senior citizens.

Mr. Chairman, let me end on a more upbeat note. While I am
dismayed at the practices that you have uncovered and that we
will be discussing today, I am heartened that there are people in
this country who are committed to fighting them. I would especially -
note that one of our witnesses has spent 29 years advocating for
the poor and the disadvantaged as a member of a legal aid office,
and that we have another lawyer present who is representing a vic-
tim on a pro bono basis.

While I usually try to avoid being “politically incorrect” by saying
something nice about lawyers, these indivi(g,uals and others en-
gaged in combating abuses of this nature certainly merit our praise
and our gratitude.

Again, Mr. Chairman, thank you so much for holding this vitally
important hearing today. :

The CHAIRMAN. And thank you for the support you have given
our efforts.

. [Tl'ie prepared statements of Senator Craig and Senator Enzi fol--
ows:

PREPARED STATEMENT OF SENATOR LARRY E. CralG

- Mr. Chairman, thank you for holding this very iu:ﬁ)ortant hearing on predatory
lending practices. The tactics used by sub-prime lending agencies are no&ing less
than legal scams preying on the vulnerability of the elderly. This is an issue of na-
tional significance and needs to be addressed.

My hope is that this hearing today will help to expose predatory lending practices,
educate seniors about these practices, and empower seniors with the information so
that they can avoid these scams. I commend the Chairman and the Ranking Mem-
ber for Igal;hering such a broad-based and experienced panel of victims and wit-
nesses. I look forward to listening to everyone here today.

Seniors with fixed incomes and large amounts of e(‘uity have little to offer tradi-
tional loan services. This forces them into sub-prime lending agencies, who do pro-
vide a necessary service. It must be noted that not all lenders are predators. How-
ever, there are many loopholes found in existing protection laws which can and are
easily exploited.

Stripping, flipping, and packing are the three most prevalent abuses perpetrated
by equity predators. Traditionally, a senior’s largest asset is his or her home. Unsa-



Case 2:22-cv-03253 Document 1-4 Filed 08/16/22 Page 11 of 282

7

vory practices tglace seniors’ homes on the line, with the very real risk of fore-
closure—with the promise of quick cash. These homes are their memories, their se-
curity, and represent a lifetime of effort and achievement. ’
niors are not powerless to this abuse. First and foremost, they need to be aware

that kpredatory lending practices exist and how to avoid them. If they do fall prey
and fraudulent procedures are used, there is legal recourse available through exist-
ing protection laws. Exposure, education, and empowerment are our greatest weap-
ons.

I look forward to the discussions here today. It is important that we do what we
can to stop these practices, and stop the victimization of seniors.

PREPARED STATEMENT OF SENATOR MICHAEL ENz1

Thank you Mr. Chairman for holding this important hearing to highlight the un-
ethical and unscrupulous lending practices that target our nation’s senior citizens.
It is extremely unsettling that anyone could take advantage of an unsuspecting sen-
ior citizen, deprive him or her of income and assets, and potentially leave the indi-
vidual homeless. Unfortunately, such predatory lending practices have been increas-
ing as the sub-prime lending market expands. Since one of the primary roles of this
Committee is to raise awareness of various frauds that target theagderly, I com-
mend the Chairman for bringing this matter to the attention of Congress and the
American public.

It is important that we educate our senior citizens so that they can avoid bein
the victim of an unscrupulous lending company. The complexity of today’s financia
products makes it easy for lenders to distort the terms of loans to many people, not
ust senior citizens. The fact that seniors often possess a great deal of equity in their
homes but are living on fixed or limited incomes makes them a particularly appeal-
ing target. This hearing will help make seniors aware of the risks involved in agree-
ing to loans that appear to be perfectly reasonable. In addition, I am hopeful that
this hearing will encourage those who have been victimized by unscrupulous lenders
to step forward and bring their problem to the attention of someone who may be
able to help them, such as an attorney or a local Legal Aid Office. Our first group
of panelists should be applauded for their willingness to bring their own unfortunate
experiences with lenders to the public’s attention in an effort to prevent others from
having similar problems.

This hearing will also expose some of the ruthless, cut-throat practices that exist
in the sub-prime lending industry. It is important to know how arnd why lending
institutions conduct these fraudulent practices so that we can work to eliminate
them. It is also important to recognize, however, that most lenders in the sub-prime
industry are conscientious businessmen that serve a valuable role by providing
loans to individuals who may need money for unexpected expenses and may not be
qualified for loans through traditional sources such as banks. I am hopeful that this
hearing will put those lenders who choose to engage in abusive lending practices
on n(1>tice that we will not tolerate their unethical behavior that harms our elderly
population.

nce again, I thank the Chairman for holding this hearing. It is important that

we raise the awareness of predatory lending practices that target our nation’s vul-

nerable senior citizens and threatens their financial and emotional well-being. I am

leased that the Committee has addressed this particular issue in our ongoing ef-
?orts to improve the retirement security of all retirees, both current and future.

The CHAIRMAN. I will now call forward our first panel. This panel
consists of three individuals, two of whom are here at the table in
person, and the third who will be on videotape. These three indi-
viduals have experienced either first-hand, or through parents, the
devastation caused by predatory lending practices. These witnesses
will provide insight into how trusting individuals become entangled
in unaffordable loans and expensive refinancing schemes offered by
these predatory lenders.

Our first panelist is Ms. Helen Ferguson. Ms. Ferguson is a 76-
year-old widow who resides here in Washington, DC. Her story is
a classic case of mortgage flipping, which 1s an abusive practice
that may subprime lenders engage in. She will tell us the story of
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how an unscrupulous subprime lender took advantage of her vul-
nerability and her trust.

Our second witness is Gael Carter, a 55-year-old widow who
found herself saddled with debt from her husband’s funeral ex-
penses. She lives in fear that she is going to lose the home in which
she raised seven children over the course of 35 years. She will
share her story from a hospital room where she is today, of how
she was relentlessly pursued by a subprime lender to secure a vari-
ety of loans and to ultimately refinance her home mortgage. Those
decisions have led her into an unsurmountable mountain of debt,
and she is currently litigating the legitimacy of the loan.

Our last witness is Ms. Vireta Jackson Arthur, here to testify on
behalf of her parents, Rosie and Ormond Jackson. Her parents
lived in their home in Brooklyn, NY, since 1969. Ms. Jackson will
tell us how her parents were tricked into financing home improve-
ments which were unknowingly secured against their life savings,
which happened to be in their home. Ms. Jackson is here today to
expose the deceptive subprime market practices. She hopes to pre-
vent this from happening to others, especially the elderly, who are
most vulnerable.

I am going to turn to Helen Ferguson, and then we will hear
from Gael on video, and then to Ms. Arthur.

STATEMENT OF HELEN FERGUSON; ACCOMPANIED BY
JEROME SWINDELL, ATTORNEY

Ms. FERGUSON. Good afternoon, Mr. Chairman, and thank you
for allowing me this opportunity to come before your committee.

My name is Helen Ferguson. I am a 76-year-old resident of the
District of Columbia. I have lived at my present home at 236 Gal-
latin Street, N.W. since 1965, but my ability to remain in my home
is in doubt because of the unfair practices of two lenders.

In 1991, my total monthly income from Social Security and SSI
was about $504. With that income and the help of my family, I was
able to make my $229 monthly mortgage payment for two loans
from Lender A. But on that fixed income, I was not able to make
much-needed repairs around the house. In order to make these re-
pairs, I was forced to borrow money.

At around that time, I began to see and hear television and radio
advertisements for Lender B. The ads said that Lender B could
provide me with the money I needed at low interest rates and low
closing fees.

Because of these advertisements, I went to Lender B to get a
loan to pay for home repairs. That is when everything began to go
wrong. On July 16, 1991, I signed the papers for a $25,000 loan
with Lender B. This loan was intended to pay off my entire debt
to Lender A so that I would have only one mortgage payment. For
some reason that was never explained to me, this loan was never
funded or recorded. Mixed in with all the other loan papers, Lender
B placed a deed granting an interest in my home to my sister, Elo-
ise Johnson. This was done without my knowledge or consent. Be-
cause I did not fully understand what I was signing, and because
the documents were never explained to me, I did not discover the
change in the deed until years later.
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Two weeks after I signed the papers for the $25,000 loan on July
30, 1991, Lender B, prepared a second set of documents and had
me sign them. I did not know that the documents were for a dif-
ferent loan. I later learned that Lender B only paid off the smaller
of my two Lender A loans. Thus, I was now making two mortgage
payments. My monthly payment increased to about $400. I have
since discovered that Lencf;r B collected over $5,000 in fees and
settlement charges for a $15,000 loan. They also charged me inter-
est at 17 percent.

Over the course of the next few years, Lender B repeatedly tried
to convince me to take out more loans. They called me at home and
called my sister at work. They sent letters and Christmas cards.
All of this was aimed to get me further in debt.

In March 1993, I finally gave in, because I needed more home
repairs. But once again, two sets of documents were prepared with
different figures. In fact, Lender B changed the loan amount at
least three times in March 1993. Eventually, the March 31, 1993
loan documents for $25,000 were recorded. Those documents in-
cluded an interest rate of 18 percent and settlement fees of $5,900.

By March 1994, my financial condition had gotten worse. I could
not keep up with my monthly payments. In an effort to reduce my
monthly payments, I obtained a loan from Lender C through a loan
broker. However, my monthly payments increased to almost $600
and later rose to $723. I was not aware that I had a variable inter-
est rate, and the monthly payment would increase. I also did not
know that I paid over $5,000 in fees to the broker who solicited me
on behalf of Lender C and more than 14 percent in total fees and
settlement charges. My loan payment to Lender C exceeded my
combined Social Security and SSI income by $200.

Needless to say, my circumstances only worsened over the next
10 months. During that time, Lender B continued to call me and
my sister and send advertisements to our home. In dire financial
need, I entered into a fourth loan with Lender B in February 1995
for $67,000 at 15 percent interest. My monthly payments were over
$783, and I was charged settlement fees in excess of $7,000.

Even though I defaulted on the fourth loan, in late November
1995, Lender B called and convinced me to get yet another loan.
Their representative came to my home to collect information for a
loan application from my sister and me. He told me that Lender
B would fix my rates so that I would not have any trouble meeting
my monthly payments.

In late December 1995, he returned to my home with a lawyer.
I entered into a fifth loan agreement for $85,000. They charged me
$9,424 in lender fees. They left my house, taking all the papers
with them.

When my payment notice arrived, I discovered that I was obli-
gated to make monthly payments of more than $800. They also did
not tell me that because of taxes and insurance for the new year,
my payment would increase to over $900. From 1991 to 1996, the
debt on my home had increased from less than $20,000 to over
$85,000. My income had increased only slightly. Neither Lender B
nor Lender C cared if I was able to make the payments. They just
seemed to want to get me further in debt.
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If I had been told the true terms of these loans from the begin-
ning, I would not have signed the papers. If I had the means to
cancel the loans, I would have done so immediately. But Lender B
would not give me the signed papers at the settlements. Instead,
they would mail the papers after I had received the check and
spent it on necessary repairs.

The check and the papers always came after the 3-day rescission
period had passed. If I had known all the terms of the loan in time,
I would have canceled. But because I did not receive either the no-
tice of right to cancel or the copies of the loan terms until after the
rescission period, I felt helpless. At the time, I did not know that
Lender B had violated the law. It was only after I talked to lawyers
at AARP that I was told that I did have some rights to get away
from Lender B and save my home.

I have filed a lawsuit against Lender B, Lender C, and others
with respect to these loans.

Thank you for listening to my story.

The CHAIRMAN. Well, don’t you thank us; we thank you for tak-
ing time out of your busy schedule. So many people are reluctant
to come and tell their stories, and the fact that you would come and
do this publicly is a benefit not only to the Congress but to all the
other people hearing your testimony who know that the same thing
could happen to them.

We will now turn to the video testimony from the hospital bed
of Gael Carter.

STATEMENT OF GAEL M. CARTER

Ms. CARTER. My name is Gael M. Carter, and I would like to be
part of this hearing about these lenders and predators who are
preying on people and basically destroying their lives. I could not
make it to the hearing. I am hoping to still make it, but if I cannot,
I want to give part of my testimony here, so I can have a chance
to tell other Americans and people that things just cannot go on
this way; they have to stop.

I am 55 years old. When my husband died in 1992, I was left
with the house in which I have lived since 1963. It is in this home
that I raised my four children, two step-children, an adopted
daughter, and a whole lot of other kids who did not belong to me,
but they thought they did.

I had about $150,000 equity in my home at the time my husband
died, and we were quite a bit in debt. The only thing I had in this
whole .world was my house. I was worried about how I was going
to take care of it, so a friend of mine loaned me a small mortgage
that would pay for the house. This would give me a lower monthly
payment, from $1,200 a month to $400, and she told me they were
going to charge me 6.5 percent.

So, of course, I jumped at that chance. It gave me more money
coming in, and more money so I could help take care of my daugh-
ter. .

I have only a ninth grade education. I last worked in 1978, and
that was as a night cleaning lady in a movie theater. I had to quit

- working because of high blood pressure, liver problems and other
problems. Now, I get by primarily on Social Security payments.
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Starting in 1994, I was taken advantage of by a financial service
company. It all began when I bought a toy car as a gift for my son-
in-law. I took out a small loan for it, because I did not want part
of my cash to pay for it. The man said that I had to fill out some
paperwork. So he went and talked to somebody for a few minutes,
and he came back, and he said, “You now have a loan. You have
no problem whatsoever, Ms. Carter. We thank you.”

Well, after I got that loan for that toy car, within 2 days, I was
getting phone calls from this companﬁ/, thanking me for being part
of their growing business, a part of their family, and that this was
going to really help because it was going to help me get my fi-
nances in order, and consolidate all my bills.

It turned out not to be true, it really did not. By the end of Janu-
ary 1995, I owed them payments totaling $328,322. With only So-
cial Security, I was scared to death I was going to lose my home.

This company kept calling me all the time. They became very,
very friendly with me. After they had made about 10 phone calls
to me, I cal{ed up there, and I asked to speak to this lady. I said
that she had promised me a loan and I wanted to come up and talk
to her. She called back, and she took all the information over the
phone, and when the day came for me to sign the papers, I was
too sick to go. So I called her and told her—she had called me ear-
lier in the morning—I called her back to tell her I was too sick, and
I could not come out. And she said, “That is okay. I am going into
Falls Church anyway, and I will come by your house with all the
paperwork,” which she did.

At my house, she was leaning on the table, pushing the papers
at me, very fast, and going over things very fast. She told me that
I had to have life insurance on this loan. She said the insurance
was g{;ing to cost me $6,500. But she said, “Do not worry about
that. You will not have to come up with that amount. We can just
wrap it into the loan.” And I told her at that time that I had all
these health problems, and she said, “Oh, do not worry about that.
I can get around that.”

So I took her at her word. She talked me into taking out
$100,000 worth of insurance on a $54,000 loan, and she told me
that whenever something happened to me, there would be money
left over to take care of my teenage daughter.

Then she told me that she would send me the checks. She gave
me a check right there at the table for me to sign, because they
needed to check out the creditors and everything. And she said that
in 2 days, I could cash my check. I thought it was OK. Well, then,
I started getting more papers, and it was not even time for the first
monthly payment, and they told me I could get more.

Well, my daughter was getting married, and she wanted to bor-
row $8,000 for a wedding. Now, she did have money in the bank,
but she could not touch it then. They told me that she could not
have the loan, and I asked if I could cosign for her so she and her
husband could have their wedding. I was told no, I could not do
that, but I could increase my loan. Since I had not already made
any payments this was good, because now they were not going to
charge me anymore fees; they could just go ahead and put all the
fees in the new loan, and since I was not borrowing that much
more, there would be no problem getting it.
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So once again, I went ahead with it. I went to their office with
my son-in-law and daughter, and we got out there, and the kids sat
out there, waiting for me. I went back and signed the papers, and
she had the insurance in there. And she passed the papers to me
and I signed the papers and she said, “OK. If you want to change
your mind, you have 3 days; you can just call us.”

So I started making payments, but they never gave me what I
needed to borrow. They always kept telling me, “Well, if you make
a couple payments, we can go ahead and increase it, and you will
not be out a whole lot more. But you have just got to get rid of all
these high credit cards.”

So I came to find out later, though, she was not telling me every-
thing. The insurance, which was something I never knew anything
about, was a decreasing policy that might not even pay the loan off
at all if I had died during the period of the loan, because this insur-
ance was only good for 10 years, and the loan itself was for 15
years. But she said I could always take out a new loan, or I could
refinance the last 5 years at that time and take it out of that.

After the second home equity loan, I kept getting calls and things
in the mail, asking me to come back out. They told me that they
could solve all my problems if I would just give them my first mort-
gage, which they kept trying to get all along, and I would not give
it to them. I told them, “I have to be totally honest with you. She
is likely to forgive this mortgage one of these days because she has
the money to do it if she wants to.” So, no, I do not want to give
you my mortgage.

Well then, in October of that year, I went ahead and sent two
house payments in; one on the 1st and one at the end of the month,
because they kept sending me coupons every month. That way,
they have always got you; you always have mail coming from them,
and you are looking for your coupons, so you open it and look at
it.

So that came, and there was a check—it was Christmas time,
and there was a check for—I think that particular one was $1,500.
Just sign this check. We have already approved you for it. Come
out and get it. I told the kids, “I am going to do it, so we can get
some stuff for the babies for Christmas.”

So we went out there. We talked to the manager on the phone,
and she said she was going to be there. We went out there, and
a man came out and brought me all the papers to sign for this
$1,500 “instant check”—it did not seem like an “instant,” but it
was supposed to be. Then he said, “I will get your check for you.
I will get you the money.”

So he went out and came back, and he said, “Here is another
piece of paper you have to sign.”

I said, “Why do I have to sign that? What is that for?”

He said, “This is the letter stating that you know this loan is at
31 percent, because you had a mortgage with us and you would not
increase it, so we have to charge you this 31 percent.”

He said, “But do you know something? You were talking about
wanting to chan%e your due date and everything. You do not have
to keep this until the month and a half, two months, whatever. You
can pay this one off when you increase your other mortgage.”
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I said, “I do not know about that.” So I went over, and I talked
to the manager, and I said to her—because we were friends; I
called her by her first name—and I said, “Judy, what can I do to
Fet my payoff date changed on my other loans?” I said my son-in-
aw was a car salesman and only got paid once a month. I said
every month, my house payment is going to be late, and I am going
to have to pay late charges—plus it is not helping my credit any.

She said, “Oh, well, you cannot do that unless you have $1,200
to give me.”

I said, “What do I have to give you $1,200 for?”

She said, “Because that is interest you owe.”

I said, “I do not owe any interest. I have paid all my payments.
I even made November’s back in October.”

“Well, I should have told you about something like that. Our
computer does not see it that way. All aur computer knows is that
you have not made a payment since October, so now you owe us
all this interest.” _

So then I thought, now I am really in a pickle. She kept talkin
and talking, and she said, “Well, think about it. This can solve al
your money worries. You can just go ahead and take out this loan.”
That was in late November, early December. So then I kept getting
letters and phone calls, calling to see how the baby was doing and
what was going on and all kinds of things, you know, being friends.
I finally gave up. I said I cannot make all these payments, and I
have all these credit cards here.

She kept saying, “Yes, remember, they are 22 percent and 26
percent.”

I said, “Yes, but the loan with you is at 31 percent.” .

She said, “Well, I am sorry, but that is the way we have to do
things. We will go ahead and draw you up papers, but you will
have to have your son-in-law and your daughter sign as co-borrow-
ers.” I did not see how that was possible, but I said okay, because
my son-in-law had had some problems earlier, a couple years be-
fore. Also, they were not on the loan mortgage with me—it was just
me.

But as I got to looking at my papers, I realized afterward, after
I took out this new loan, that number one, they did not say any-
thing to me about points. I had never paid points on a loan to m
knowledge. I went out there, and we were passing the baby around.
My son-in-law, my daughter, then I would hold the baby, so we
could each take our turn signing our name. She just kept flipping
papers real fast and she said, “This is your payoff, this is where
this is going, this is where that is going, this is your credit amount,
but you have a variable rate.”

I said, “Wait a minute, wait a minute. I did not hear anything
about a variable rate, not until just now.” I said, “I do not want
a variable rate.”

She said, “Well, you talk to your son-in-law. He has more busi-
ness sense than you have.”

I said, “Well, thanks a lot, Judy.” She gave my son-in-law a piece
of paper about half the size of this, and it showed that the pay-
ments would only go up a $100 at the most a month. But I did not
have any choice. I went ahead and signed the papers, and we went
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home, and the more I thought about it, and the more I kept looking
at the figures, it just did not add up to me.

So I started calling other banks and places, and they all kept
saying, “You are not iiving me all the figures, you are not giving
me all the figures.” They told me that they needed all the papers
I had, and one of them was a HUD paper I had never received.
That was where the problem was. They charged me 10 points,
$14,500, plus the insurance, $6,500. The gank told me it was goin
to cost me $50,000 on that over the cost of the loan, and I stil
would not be insured. So I was just really scared to death.

I tried to call them four times in one day to cancel it, and no one
would ever return my calls. They had told me someone would al-
ways man that line, and they would get back to me—but no one
ever got back to me.

Monday was a legal holiday; they were not there. Tuesday, I got
a call saying that we had to change the figures a little bit because
I had forgotten to tell them I owed taxes, and they did not have
enough money to pay off all these bills.

So the gist of that was that I was going to have to keep the 31
percent loan with them, and they were not going to pay off all
these other bills. I told the kids, “We cannot go through with this.”
So I called my first mortgage lady, and I said, “Margaret, if you
set a check in the mail, do not go to the bank with it. It will not

o you any good. I have to sign it, and the kids have to sign it,
and I know you will get scared when you get there and cannot get
your money. I will give you the money.”

Then I went and saw the attorneys and asked them to help me
Eet this mess straightened out in my life, because my friend called

ack, and she told me that she knew my signature was a forgery.
So she drove—well, she did not drive, because she is 84 years old,
and she has never driven—she had someone brin% her to my house
to get all of our signatures to make sure, for her own peace of
mind, that our signatures were not on those checks.

So that is what happened, and as I said, I contacted an attorney
after that. I felt that if they did this to me to get this loan, they
would do it to a lot of other people, a lot of old people, and a lot
of people have been taken to the cleaners. I really felt that this
needed to come to this Senate hearing so that the word could get
out to help elderly people from gettinF caught up in the same mess
that I did. It nearly ruined my life. I got %eathly sick from trying
to keep my house, and I have not been well since, and I do not
want them to hurt somebody else.

That is my story.

[The prepared statement of Ms. Carter follows:]
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TESTIMONY OF GAEL M. CARTER
before the Hearing of the
UNITED STATES SENATE SPECIAL COMMITTEE ON AGING
"Equity Predators: Stripping, Flipping
and Packing Their Way to Profits”
March 16, 1998

My name is Gael M. Carter. Thank you for inviting me
to appear here today to share my experiences. Thank you also for
your patience while I read my statement. I have asthma and
blurred vision. It is hard for me to read things close up.

*__“_—‘:33- I am 55 years old. When my husband died in 1992, I was
left with the house in which I have lived since 1963. It is in ‘/

_ an_adaphd daushhy,
this home that I raised my four children, two step-chlldrennand~a
foster_child. At the time of my husband’s death, I had about
$150,000.00 in equity in my house. My house is the only thing of
value that I own.

I have a ninth-grade education. I last worked in 1978
as a night cleaning lady in a movie theater. I had to quit
working because of high blood pressure, liver trouble and other
health problems. Now I get by primarily on Social Security
payments. '

Starting in 1994, I was taken advantage of by a

financial services company. It all began when I bought a toy car

as a gift for my son. I took out a small loan for about a
thousand dollars to pay for it. It turned out that the loan was
from a company that makes its business out of tricking people
like me. Over the next year, they kept giving me advice on my

finances and getting me to take out loans with them. Every time,
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they told me they were going to put my finances in order and
consolidate all my bills, and that just wasn’t true. By the end
of January 1995, I owed them payments totaling $328,322. I was
scared to death I was going to lose my home.

After I bought the toy car, this company kept calling
me all the Zgﬁ;;m“;%;y“told me that they knew about the loan for
the toy car and that they knew I owed some other bills. They
kept calling and telling me that they could consolidate my bills
and save me quite a bit of money per month. r;I:hls:droman-from the
company took an application for a home equity loan over the

phone; later she came over to my house with all the papers for me

to sign. She was leaning on the table and pushlng papers at me

N e

fast, when I first heard the word "insurance". There was a
siggjggg life insurance policy included in the loan papers, even
though I had never asked her for insurance. When I asked about
the insurance, she told me I had to have it. She told me that it
would pay off the loan and have something left over to raise my
daughter if I died. As I came to find out later, she didn’t tell
me a lot about the insurance, including that I would be paying
finance charges for the cost of the insurance over the entire 15
years of the loan, even though the insurance was only good for 10
years.

When the papers were signed, it turned out that this
loan didn’t pay off my bills. The company told me not to worry

about this, and that after I had the loan for a few months, I

could come back to them and "re-up" the loan for the extra money
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I needed for my bills. After this first loan, the company still
kept calling me on the phone and sending me mail about borrowing
more money, and so it was arranged that I would do a new loan the
next month. The second time around, they again charged me for
$100,000 in life insurance and told me that if I died the money
would go to my estate. Again, they told me I had to have the
life insurance to get the loan. As with my prior loan, I told
the woman at the company about my serious health problems. A2s
it seemed to me that my health problems might present a big
problem in the insurance ever paying off. The woman from the
company didn’t care about the health problems, though, and she
went right ahéad and checked all the boxes on the form to show
that I didn’t have any health p;oblems. She said that she was a
manager at the company and could take care of things so I
shouldn’t worry. I was told that I wasn’t going to be charged
any points or fees for redoing the loan.

After the second home equity loan, I kept getting
things in the mail from this company, as well as phone calls. It
seemed like every time I opened the mailbox, there was something
froﬁ them. They sent me these checks, telling me I was cleared
for $3,000 in credit or $1,500 in credit, and all I had to do was
cash the check. They were always telling me that I was a good
customer and my credit was good with them. Finally, I cashed one
of them to buy Christmas presents.

My third home equity refinance with this company

started in late fall of 1994. Besides all the phone calls and
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mail from the company, I had been talking to the company’s branch
manager about trying to get the due date on the loan straightened
out. In all of the phone calls with the company, the people from
the company would act really friendly, asking about my kids and
things like that. They always acted like they were family
friends. This friendl%ness is one of the main reasons that I
came to trust them so much. So, this woman from the company was
telling me about how we could go about getting all my credit
cards paid off finally. She said that to do that they would have
to have a first mortgage on my house. This concerned me, because
it would mean that I would have to pay off my existing mortgage
of about $50,000 at the very low interest rate of 6.77% and
almost double the interest rate through the new loan with the
company. I didn‘t think this was such a good idea, but the woman
kept talking to me and assuring me that this was the best way to
go because my total monthly payments would be lower. She never
said anything about points on the loan. She said that I had to
have the credit life insurance, though, on the loan. I
eventually went along with her suggestion and she arranged for me
to take out another loan in early 1995. This time around she had
my daughter and son-in-law co-sign on the loan papers. -

After she got me to sign the paperwork for this loan, I
started noticing that some things were wrong. At a certain point
I made my mind up to go to a lawyer to get help. I started
trying to figure out all the paperwork and where'all the money

had gone. As a result, we got the company to re-do the loan and

-4 -
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I got some of the money back that they hadrcharged me for points.
By the time of the third home equity loan for $lS4,$00 they had
charged me $17,848 in points, as I later found out.

I then spent the next year and one-half trying to get
out from under this company. You see, I thought that a company
that could lie to me as they had was capable of just about any
kind of trickery. I was worried to death the whole time that the
company was going to come after me somehow and take my house.
With my health situation, I have enough worries on my mind
anyway. I finally got some help from a regular lender to get me
away from the company.

You see, I now know that the way this company gets you
to take out all these loans and buy all the insurance and extras
is that they tell you some lies and they just don’t tell you
anything at all about a lot of things. When it comes time to
sign the loan papers, they just sail right through them. When
you arrive at the closing, they’ve already prepared all the
papers, with the life insurance and the points and extras added
on. At the closing, they point at this and that in the papers
but they don’t explain really what any of it means. There’'s a
whole lot of fine print in the papers that even now I just don‘t
know what it means. At the loan closing, they don’t give you any
chance to figure it out. They don’t want you to understand
what’s going on. And since they always act so nice and friendly,
you come to trust them and rely on them to tell you all the

important information about the loan.
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What the company had told me over the phone about what
they were doing turned out to be a lot different from what they
dia, as I found out later. They told me that they weren’t going
to charge me any points on the loans, but they did -- every time.
They told me that I would have a fixed interest rate; I later
found out that on the one loan it was variable. Later, I found
out that the $100,000 credit life insurance that they made me buy
with every loan decreases over the length of the loan and doesn’t
even cover the whole length of the loan. Also, because of my
health problems, the company probably wouldn't pay anything on
the insurance anyway. The insurance was all a scam so that the
company could make money off me.

And that’s not all. One of the pay-off checks on the
third equity loan was supposed to go to the friend who»held my
$50K mortgage. I knew I hadn’t signed the check for her so I
called her up to let her know that. She told me that the check
had already been signed. In fact, they forged my name on nine
checks that were supposed to be pay-offs to my creditors from the
third equity loan. They also forged my initials on a health
questionnaire for the life insurance, saying I didn’t have any
health problems when they knew better.

As things started to get a little clearer for me, I was
talking to my children and telling them about how I had been
taken by this company and, I found out that my daughter-in-law

had also been a victim of this same company.

- 6
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I felt that if they did this to me and my daughter-in-
law, they did this to a lot of other people and they should be
called to account for it. I am now a plaintiff in a class action
lawsuit against the company that did these things to me. I hope
that as a plaintiff in the class action I can make a difference
by getting justice for myself and all the other people who were
hurt by that company. The class action has given me the chance,
which I wouldn’t have on my own, to do something about this
problem. I also hope that by appearing here today I can help put

an end to this kind of fraud.
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The CHAIRMAN. Even though Ms. Carter cannot hear us, I thank
her very much for her testimony, particularly, because she is in the
hospital. I know she feels strongly about it, because it is not the
best way for her to be able to testifyy.

We will now go to Ms. Arthur. Thank you for participating.

STATEMENT OF VIRETA JACKSON ARTHUR

Ms. ARTHUR. Good afternoon. My name is Vireta Jackson Arthur.
My parents are Ormond and Rosie Jackson. My mother passed
away in December 1996, and my father is too ill to come here today
to tell you what happened to tiem beginning in August 1990. My
parents were victims of a home improvement mortgage foreclosure
scam that left them penniless, traumatized and humiliated.

Both of my parents were retired at the time, and my father had
to start looking for work again. He did odd jobs in the neighbor-
hood, like sweeping out the corner bakery. They had to take board-
ers, complete strangers, into their home to try to make ends meet.

My father is from Barbados, and my mother was from Virginia.
They came to new York and were married in the 1950’s. They were
hardworking people and saved their money to buy a house one day.
My mother worked as a hairdresser and later for a laundry service.
My father worked for a plastics company. They bought their home
in the Crown Heights section of Brooklyn, NY, in 1970. We were
happy in our home in Brooklyn.

But a knock on my parents’ door on August 27, 1990 changed all
that. A man by the name of Jimmy knocked on my parents’ door
that day. We later learned that Jimmy worked for GML Construc-
tion Company, a home improvement company in Brooklyn. Both of
my parents were home at the time.

Jimmy told them that he noticed that they needed new windows.
My parents told Jimmy that they did not have the money for new
windows because they were both in their late 60’s, living on a fixed
income of Social Security, of $635 per month combined. Jimmy told
them not to worry about that. He said they could pay for the win-
dows at a cost of $43 per month over a 15-year period.

Jimmy never told them about a mortgage. My parents were hon-
est, hardworking people, not very sophisticated in the business
world. They thought that Jimmy was a nice young man, and they
trusted him. They never thought the day would come where they
}\:rould be in jeopardy of losing the only thing they had left—their

ome.

Before all of this happened, my parents had a mort%age of
$10,800 left on their house. Their monthly payment was only $235
per month.

A few days later, Jimmy came back to the house. He told my par-
ents that for a few extra dollars a month, he could renovate their
kitchen and bathroom, along with putting in new windows. My par-
ents were excited about fixing up the house and agreed. They
shook Jimmy’s hand and waited for the next step.

A week later, on September 6, 1990, Jimmy took my parents to
an office someplace in Brooklyn to sign some papers. My father
asked if he had to have a lawyer, but Jimmy said that he should
not bother with that expense and that the %apers were just a for-
mality to get the work started. My parents had to sign the papers
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really fast and did not have time to read anything. Since Jimmy
said it was just a formality, my parents went along with it.

There were several people at the meeting, but my parents did not
know who anyone was. They only knew Jimmy. Ofy course, they had
signed a first mortgage on their home for $75,038.79 at an interest
rate of 17.71 percent, with monthly payments of $1,156.22, with
hard-money lender named The Associates. The closing costs were
high. They had to pay $6,500 in points and $3,538 for a credit life
insurance policy.

The next month, my parents received mortgage coupon books and
were shocked to learn that they owed $1,156.22 per month to The
Associates. Their new mortgage payment with The Associates was
practically twice the amount that they received in Social Security
benefits each month. They were stunned. They felt too embarrassed
to tell anyone, believing that they had been duped. They started
making the monthly payments.

After just a few months, they telephoned The Associates because
they were worried| that they would not continue making these
monthly payments for very long. They were told by The Associates
that they could refinance the new mortgage and get more money
to help with the monthly mortgage payments.

Feeling desperate about:not being able to meet their new mort-

age payments, and too embarrassed to tell anyone that they had
geen tricked by this home improvement scam, they agreed to refi-
nance and close on a new mortgage on April 2, 1991, just 6 months
after they had signed aperwori ?or the first mortgage. The Associ-
ates told my parents that the refinance would help them with their
new mortgage payments.

They were distraught, could not afford an attorney, and barely
had enough money to eat. They believed they had no other choice.
But before the refinance with The Associates in April 1991, m
parents did try to refinance their mortgage with a legitimate lend-
er. They learned that given their income, they did not qualify for
a mortgage of this magnitude.

I am still puzzled how The Associates qualified my parents, who
live on Social Security, for a loan this size, when no one else would
qualify them. The Associates’ loan documents show that my par-
ents received rental income from two tenants. They did not. But I
found two leases in my parents’ mortgage papers with The Associ-
ates showing that my parents received rent from two different ten-
ants of $1,575 a month. The house is only a two-family house, and
my parents lived downstairs. There is only one apartment to rent
out. My parents had one tenant, and she paid, although not every
month, $300 in cash. There was never a lease.

It is my opinion that these were forged leases, so that on paper,
it would look like my parents had sufficient income to qualify for
The Associates mortgage. I saw the signature on the lease and
showed it to the tenant. She said that the signature on the lease
was not hers and that it was definitely a forgery.

Having no other choice, on April 2, 1991, my parents refinanced
with The Associates. The new mortgage amount was $87,971.99,
with an interest rate of 15.92 percent. The monthly mortgage pay-
ments went up to $1,237.47 a month, which is $81.25 more per
month than the first mortgage with The Associates. Again, the
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closing costs were high, the points were $7,500, the credit life in-
surance premium was $5,472.

Incredibly, in February 1994, The Associates again contacted my
parents about still another refinance. I have an internal document
from The Associates with a written comment dated April 6, 1994
that reads: “Elderly couple, both on Social Security. Have boarders.
Finding it hard to scrape up payments each month. We suggested
refinance, but daughter advised family against it. Cooperative peo-
ple. No equity in property.”

My parents paid The Associates from October 1990 to September
1995. They paid almost $68,000 in mortgage payments over this 5-
year period. To this day, I do not know how they got the money.
My father took odd jobs in the neighborhood to try to scrape up the
mone)t'). He worked sweeping out the bakery and did other odd jobs.
They borrowed from family and friends. They took in boarders.

When they were late in their payments, a man by the name of
“Mr. B” would come to the house for money. If they were not home,
he would wait on the stoop. After 5 years, they were completely
tapped out and could not afford the payments anymore.

Then, in February 1996, my parents were served with foreclosure
papers. They were distraught about losing their home, the only
thing they had left to their names. They were so frightened, they
refused to open the mail. That is when they called me and told me
the whole story.

I contacted ﬁterally dozens of legal services organizations to help
my parents with the foreclosure. We wrote letters to the banking
department and consumer affairs. No one would help. Finally, we
found a lawyer who agreed to represent my parents in the fore-
closure action. The case is still pending, but at least the foreclosure
action was stopped, and my parents have not lost their home yet.

This whole ordeal has been a nightmare for my parents. Al-
though my mother was not in perfect health, I am convinced that
the whole ordeal contributed greatly to her death in December
1996. She started smoking again. They received foreclosure papers
in February 1996, and my mother died later that year, in Decem-
ber. My parents were so traumatized that they were afraid to even
open the mail. They would hold the mail and call me to open it for
them.

We can only hope that something can be done to stop these pred-
atory lending practices. Since this happened to my parents, I have
learned that the same thing has occurred to many elderly people
by the same lenders. It is clear to me that they purposely select
the elderly to prey upon.

Thank you.

The CHAIRMAN. Thank you, Ms. Arthur.

I would ask staff to start the clock, and we will each have 5-
minute rounds. I will begin.

Ms. Ferguson, first and most importantly, did anyone ever tell
you that by entering into a loan that you could lose your home?

Ms. FERGUSON. No, they did not, not until December 1995. A
lady from the mortgage. company called and told my sister that she
would send packing boxes out there if she did not receive the one
late payment soon.
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The CHAIRMAN. You and I come from a generation brought up in
a time when a handshake, not having a bunch of lawyers around,
established the trust needed to do business. How did the lenders
you dealt with manufacture this sense of trust with you? I sense
you trusted them very much.

Ms. FERGUSON. They all just acted like they were on my side and
interested in my well-being and wanted to keep everything from
being a strain on me. The mortgage company said they could help
me out with any problem I had. They also sent Christmas cards to
me and my sister. They came out to my house and said they were
going to make things easier for me, that they were there to help
people that needed help people who needed help. I trusted them.

Greg called my sister “trouble” because she was a little hesitant
about signing. He said, “We treat you like one happy family.” It
sounded like they were honest, good people, and I trusted them.
The mortgage company sent me a personal letter with my personal
L.D. card to show that I was a special customer.

The CHAIRMAN. From your testimony, it sounds as if experiences
that you have related to us have been very traumatic. Would you
tell us what impact this has had on your physical and emotional
well-being?

Ms. FErRGUSON. I was already having problems with hyper-
tension, pressure, and the doctor told me not to get emotionally
stressed out. After 1996, when the mortgage company went up on
my note instead of giving me the contract that they promised me,
I worried all the time, and my health started going bad. I had
headaches and dizzy spells.

In June 1996, I found out that my sister was added to the title
and my deed, and I got very upset and depressed, and I did not
know what to do. I came to legal counsel to take care of my deed.
They looked at my papers and told me that I had mortgage prob-
lems. I was already payinf high payments, and if anything bad
happened to my house, I did not know how I would pay for it. I
worried because I did not know how I got myself into this.

The CHAIRMAN. Thank you very muc%'u.

Ms. Arthur, your parents’ bad experience started with a knock on

the door from a home improvement person who wanted to sell win-
dows. Did they gﬁt; their windows?
: Ms. ARTHUR. They got their windows, but they did not work for
ong.
T%w CHAIRMAN. They also had some work done on their kitchen
and bathroom. How did that turn out?

Ms. ARTHUR. It was all substandard, fell apart a year later; ev-
erﬁxin& basically fell apart.

e CHAIRMAN. If you can speak for your parents, were they sat-
isfied with the work?

Ms. ARTHUR. No, they were never satisfied.

The CHAIRMAN. How did you learn about your parents’ financial
difficulties?

Ms. ARTHUR. After they had been foreclosed upon, they decided
to tell us the whole story. We knew there was sometﬁing going on,
but we did not know quite what.

The CHAIRMAN. Why do you think it took so long for them to tell
you what was happening to them?
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Ms. ARTHUR. They were extremely embarrassed. They thought
they could fix it themselves, and they just wanted it to go away.
They did not want anyone to find out.

The CHAIRMAN. As I asked Ms. Ferguson, I would appreciate it
if you would tell us what impact this traumatic experience has had
on your parents’ physical health and emotional well-being.

Ms. ARTHUR. It totally ruined their quality of life. My sad is very
ill, and my mom passed away. Before she died, my mom would sit
at the window; she was afraid to come out, because she thought
someone would be sitting on the stoop, waiting for money. It just
totally ruined her life.

The CHAIRMAN. Obviously, we are very sorry to hear about the
death of your mother. Your parents were married for over 40 years.
Y01111?say your father is not very well, and that stems from this as
well?

Ms. ARTHUR. He is a diabetic, and he has suffered greatly be-
cause of this.

The CHAIRMAN. I thank both of you.

Before I call on Senator Breaux, I did not recognize Mr. Swindell,
who is an attorney for the Feriusons. We thank you very much for
coming and for helping her with her testimony.

Mr. SWINDELL. You are very welcome, Senator.

The CHAIRMAN. Senator Breaux.

Senator BREAUX. Ms. Ferguson, it is just exhausting to hear your
story. You have had to live it, and it is exhausting %or me just to
listen to all the things that you have been through. There is an old
saying back where I come gom that sort of applies to your situa-
tion, and that is that “The further you went, the behinder you got.”
You just never could get out of it.

I think it is clear that many of these equity predators are reall
not making loans to have people pay them back. I do not thin{
they want people to pay the loans back. What they are looking for
is the house and the home.

Ms. Arthur, I think 1erom' situation with your parents is very
clear. I was looking at the notes and the loan application filled out
by the person who dealt with your parents, and it said, “Elderly
couple, both on Social Security. Finding it hard to scrape up pay-
ments each month.” And yet they made them a loan of $99,000.
They knew they would never be able to pay that back, but they had
a house that looked pretty tempting for the people making that
kind of a loan.

The note here says they have boarders. Did they have boarders
in the house?

Ms. ARTHUR. Eventually, they had to, to be able to make the pay-
ments.

Senator BREAUX. But at the time of the loan application, did they
have people paying them? :

Ms. ARTHUR. They had no boarders. They were fine at the time.

Senator BREAUX. Well, I just find all of this truly amazing. It is
very hard for Congress to legislate decency. I just cannot under-
stand how someone could go home at night after doing this all day
long and sit down and think about what they did for the day and
be able to continue to live with themselves. It seems to me that
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these situations are unfortunately becoming more and more com-

mon.

Seventeen percent interest rates, 19 percent interest rates, 31
percent interest rates, $7,000 fees on relatively small loans—if they
do it for someone who has a law degree and an accounting degree,
that is one thing, but to do it to people like Mrs. Ferguson here
and your parents is really an example of the very worst in society.

I am glad we are having the hearing, Mr. Chairman. I am not
sure what approach we need to take from here. Like I said, it is
very difficult to legislate decency, but I think that an informed pub-
lic and the work of the Federal Trade Commission as we will hear,
informing citizens, and through associations like AARP and others
that are trying to inform their members—we do not need anymore

- situations like Ms. Ferguson’s. Ms. Ferguson, we are glad you are

still here and still fighting them and not giving up. Do not do that.

Thank you, Mr. Chairman.

The CHAIRMAN. Senator Breaux, I want to assure you that the
purpose of these hearings is to expose the problem and for all of
us to find out if anything at all needs to be done, but at the very
least, I can already conclude that the public needs to know more
about equity predators preying on people who, in a sense, do not
have a prayer—at least after they get done, they do not.

Senator Collins.

Senator CoLLINS, Thank you, Mr. Chairman.

I want to start by thanking Ms. Arthur and Ms. Ferguson for
coming forward today with your truly heart-wrenching, terrible sto-
ries. My hope is that by your willingness to talk about your fami-
lies’ experiences and your own experience in the case of Ms. Fer-
guson, that others who might be trapped in the same kind of situa-
tion can avoid what happened to you.

Ms. Arthur, I want to ask you a couple of questions. I was struck
as I listened to you that one of the most tragic things about your
parents’ situation is that it seems like it could have been nipped
in the bud if they had sought out advice or help when they first
discovered that tgeir monthly payment was over $1,100 a month
rather than the $43 that they were expecting. I think you testified
in response to a question from Senator Grassley that they were
velry embarrassed about it, and that is why they kept it to them-
selves.

Do you think that we could do more as a society to educate peo-
ple like your parents about financial matters, to give them more fi-
nancial counseling so that they would have had a place to go to run
this by someone or to get some help?

Ms. ARTHUR. To begin with, they never knew that they were
signing a mortgage. They thought it was just formality papers to
have work done on the house. So I do not think that that would
have helped them, but I think it would definitely help others.

Senator COLLINS. One of the other parts of your testimony that
struck me and disappointed me is that you said you went to some
legal services organizations, and you were seeking out someone
w]%o would help you. I am stunned that nobody re%erred the case
to law enforcement officials, because in your parents’ case, it seems
to be outright fraud; it truly does.
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Now, in the audience today is the head of the Consumer Protec-
tion Bureau of the FTC, who is a very fine person, and I know she
does a good job. I hope that she will review both of these cases to
see if there are violations in the Truth-in-Lending Act which the
FTC is responsible for, or other Federal laws.

It distresses me that no one at first gave you any help. Did you
tell people the full story and the forgery part of the application and
the other information and, as you said, that your parents had no
idea that they were actually getting a mortgage?

Ms. ARTHUR. I told them, but by then, it was years later. I think
if it had been at the onset of it, people would have been more inter-
ested, but by then, they were, like, too bad.

Senator CoLLINS. Did you ever find out the connection, Ms. Ar-
thur, between the home improvement company and the mortgage
company? ‘

Ms. ARTHUR. The home improvement company gets a finder’s fee
from the mortgage company. That is the connection.

Senator COLLINS. That 1s very helpful for us to know, because
perhaps that is an area where there should be some additional reg-
ulation or some sort of standards put in place.

Ms. Ferguson, let me ask you a couple of questions as well. I no-
tice that from 1991 to 1996, you went from having loans on your
home of less than $20,000 to having a loan of more than $85,000,
and during that period, if I counted right, I believe fyou had five
new loans. Now, you testified that some of the money from the first
loan was used for home improvement purposes. Could you tell us
what the rest of the new loans were used for? In other words, did
you actually get new money that you could use to buy things, or
did the new loans just replace the old loans?

Ms. FERGUSON. All the money I fot together I believe was less
than $25,000. I got, like, $3,000 and $2,000. It was not a big lump
sum, not from these eoile, Lenders B and C. .

The CHAIRMAN. I think you need to emphasize that. She got just
$25,000 out of an $85,000 loan.

Mr. SWINDELL. Senator, just to clarify, she took out a succession
of five loans, and I believe in the first one, she received around
$6,000 on a $15,000 loan. As the loan amounts increased to
$25,000, $54,000, $67,000 and $85,000, she received less and less
cash each time. So it is not as if she actually got $25,000 from one
$85,000 loan; but she got only $25,000 from a succession of five
loans. I think that that is a much different situation.

The CHAIRMAN. Yes.

Senator COLLINS. So she got less cash and deeper in debt each
time.

Mr. SWINDELL. Exactly.

Senator CoLLINS. Thank you.

I see my time has expire(r—

The CHAIRMAN. Do you have another question?

Senator COLLINS. Thank you, Mr. Chairman. I have just one
more that I would like to ask Ms. Ferguson.

Ms. Ferguson, were you told certain things by the mortgage com-
pany about certain incentives—what were you told or offered, or
what promises were made to you that led you to agree to these
loans? The reason I am asking this is because I want others to be
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on alert for similar false promises. So if we could hear what you
were told, maybe we can help some others.

Ms. FERGUSON. They promised to lower the monthly payments
and the interest rates. They did not do what they promised. The
note on the house went up each time.

Senator COLLINS. So it sounds to me like you got a lot of prom-
ises that turned out to be outright lies.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you.

Our staff who was present at the taping of Gael Carter followed
up with two questions to her that I would like to have her respond
to, once again by video, from her hospital bed.

Ms. DiSaNTO. I just want to thank you for appearing before the
committee. We have two main questions that we would like to hear
your answers to.

If you had known how much mome¥l in up-front finance charges
or points that you were paying on each loan, do you think that you
would have continued with these loans?

Ms. CARTER. No, ma’am,

Ms. DISANTO. My last question is: From your testimony, it is ap-
parent that this experience has been very traumatic for you and
your family. What impact has it had on your physical and emo-
tional well-bein%?

Ms. CARTER. It has had an awful lot on my physical well-being,
because I worried myself sick that they were going to figure out a
way, after I got an attorney, to take my house awaly from me. I just
got sicker and sicker, and I was up in the hospital for 3%2 months,
paralyzed for months, was in a wheelchair. I just cannot do any-
thing I used to do anymore.

Ms. DiSaNTO. Ms. Carter, I want to thank you on behalf of the
Committee on Aging, on behalf of the Senators, and on behalf of
the public for sharing with us this experience.

Thank you very much.

Ms. CARTER. Thank you.

The CHAIRMAN. We are done with this panel now, and once again
I thank each of you for participating, and Ms. Carter from the hos-
pital bed as well.

And Mr. Swindell, I acknowledge you as well, and 1 for%:)t to say
that you are doing your work pro bono. We want to thank you for
going the extra mile to help Ms. Ferguson.

Mr. SWINDELL. Well, I believe we need to increase our protection
for the elderly in this area, so I am very happy to be a part of this
hearing.

The CHAIRMAN. Thank you all for coming.

Senator BREAUX. Mr. éhairman, could I ask Mr. Swindell one
question?

The CHAIRMAN. Of course.

Senator BREAUX. You have seen this case. What is not in the law
that should be in the law to provide more protection for people like
Ms. Ferguson? Is there something we can do legislatively that
would make it easier for people like Ms. Ferguson?

Mr. SWINDELL. Well, I think what you have seen here is that the
creditors take advantage of people who are not very sophisticated
borrowers and who need assistance. 1 know that we have inves-

47447 98-2
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tigated the possibility of a reverse mortgage to get Ms. Ferguson
out of this situation, and we have learned that in order to obtain
a reverse mortgage, borrowers must go through credit counseling
with an independent individual. I think that if it is possible to pro-
vide some sort of assistance to elderly Americans wherein the

would be required to go through some sort of credit counseling wit.

an independent individual, like in the reverse mortgage situation,
that would be very helpful. If we require it in a reverse mortgage
situation, why do we not require it in a regular mortgage situation
where there is just as much opportunity for lenders to take advan-

tage?
enator BREAUX. Well, the committee thanks you very much for
your contribution. .

Mr. SWINDELL. Thank you.

Ms. ARTHUR. Can I make one quick comment?

The CHAIRMAN. Please do.

Ms. ARTHUR. My parents’ attorney, Lynn Skully, who is here
with me, is also working pro bono. _

The CHAIRMAN. We s%lould recognize that yes. Would you stand,
please? Thank you very much. Thank you for giving us that infor-
mation as well, Ms. Arthur.

Our second panel will consist of one person, a former employee
of the subprime lending industry. He is here today to give us an
insight and perspective on these predatory lending institutions.

“Mr. Dough,” as we will call him, is prepared to discuss several
aspects of the operation and activities of the subprime lender that
employed him for several years. While he is no longer employed
with that lender, he has asked for anonymity in speaking with us
at this hearing since he still works in the industry.

At this point, I would ask that all cameras be turned away from
our witness as he comes out so that his face will not be shown on
television. I would appreciate that, both during the time he is at
the witness table as well as that time as he comes out.

We are now prepared for our witness, Mr. Dough, to come out
and to be at the table.

Senator BREAUX. I think it is interesting, Mr. Chairman, that
you have spelled his last name, “D-o-u-g-h.”

The CHAIRMAN. We now have Mr. Dough here in front of us, and
we would ask that he give whatever testimony he wants to give,
and then I will have questions, and I assume Senator Breaux will
have questions.

Please proceed, Mr. Dough.

STATEMENT OF “JIM DOUGH,” FORMER EMPLOYEE OF A
PREDATORY LENDER

Mr. DoucH. Certainly. Good afternoon.

Thank you for inviting me to share my experience as a finance
company employee. I have worked for finance companies for more
than 7 years, and my testimony is based on my experience as an
employee of three of this country’s largest finance companies. Be-
cause I still work in the finance industry and fear retaliation, I do
got wish to reveal my identity; however, everything I say today will

e true. ' :
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During my employment with finance companies, I have served as
a finance officer, assistant branch manager and branch manager.
I have worked at several different brancﬁes and under the super-
vision of many different managers and supervisors. I was respon-
sible for supervising branch employees, making arrangements with
retail dealers for installment loans, contacting prospective and cur-
rent customers, making loans, servicing loans, and collecting loan
palwéments from delinquent customers.

inance companies try to do business with blue-collar workers,
people who have not gone to college, older people who are on fixed
incomes, non English-speaking people, and people who have signifi-
cant equity in their homes. In fact, my perfect customer would be
an uneducated widow who is on a fixed income, hopefully from her
deceased husband’s pension and Social Security, who has her house
paid off, is livin%l off of credit cards, but havini a difficult time
keeping up with her payments and who must make a car payment
in addition to her credit card payments.

The finance companies I have worked for use three primary
methods to obtain new customers. First, they often send guaran-
teed loan vouchers to potential customers. These vouchers, also
known as “live checks”, permit someone to obtain a loan between
$500 and $3,500 simply by either stopping in at the nearest branch
or signing the back of the check and depositing it at a bank.

Second, finance companies often run different types of pro-
motions using the mail to seek business from new customers.
Sometimes the companies offer contests and prizes to entice new
customers to take out loans.

Third, finance companies obtain many of their customers by par-
ticipating in retail sales installment loans. The finance companies
arrange to do installment financing with local retail dealers. When
a retail customer wants to finance the purchase of a stereo, for ex-
ample, the finance company, rather than the retail dealer, actually
makes the loan and gains a new customer.

When a finance company obtains a new customer through one of
the methods I have just described, it receives information about the
customer’s credit history, employment, income, home ownership
and debts. As soon as the finance company makes that retail loan,
for example, a branch employee reviews information about the cus-
tomer, works up a financial plan and contacts the customer.

Although we would tell customers that we were calling to see if
they got their merchandise, the real purpose of the call was to so-
licit the customer into converting the retail installment loan into
a more profitable personal loan or home equity loan.

Going into the call, since you already have all the information on
the customer, you can go ahead and work out a payment plan, pay-
ment options, bill consolidation plans, or home equity plans. We
call this the “up-sell”, and our goal was always to up-sell to the big-
gest loan possible. The conversion of a retaif installment loan, live
check or other small loan into a personal or home equity loan is
also known as a “flip.”

- To flip one of these small loans into a personal or home equity
loan, we were trained to sell the monthly “savings”—that is, how
much less per month the customer would be paying off if we ﬂipFed
the loan. In reality, the “savings” that we were trained to sell to
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the customers were just an illusion. The uneducated customer
would jump for the “savings,” thinking that he would have more
money to buy other things. What the customer would not figure
out, and what we would not tell him, is that he would be paying
for a longer period of time and, in the end, would pay a whole lot
more. '

Finance companies require branch employees to make contact
every 3 months with customers to prevent payoffs and up-sell to
bigger loans. At some of my branches, we tried to call every one
of our real estate customers at least once a month. The purpose of
these contacts was to slip as many loans as possible. Our tactic was
to try to gain the trust and confidence of the customer.

We typically began a telephone solicitation by asking if there
were new events in the customer’s life that called for additional
money. We were trained that we should always ask the customer
if he or she needed more money. For our home equity customers,
we stressed that the interest on the loan was tax-deductible. Be-
cause the terms of those loans did not usually exceed 15 years, we
told customers that they could retire earlier, because their house
would be paid off sooner. For our debt consolidation customers, we
stressed tgat they could take the money that they were saving in
their monthly payments and invest it in a mutual fund.

The term “flipping” is commonly used by finance companies. In
my experience in the industry, flipping was a common practice. We
were instructed and expected to flip as many loans as possible. One
of my supervisors imposed a daily requirement that each branch
employee obtain at least two appﬁcations from present borrowers
to refinance their loans. In other words, each branch employee was
supposed to try to flip at least two loans per day.

When I served as a branch manager, increasing the number of
refinance loans was a frequent topic at branch manager, district
and statewide meetings. Among the things we were taught at these
meetings was to target blue-collar workers for loan flips. We were
also told to target present customers who were delinquent on their
loan payments. Delinquent customers made good flipping can-
didates, .because we could put additional pressure on them. We
were instructed to tell those customers that they could either bring
their account balance current or refinance their loan. We knew that
these customers would almost always agree to refinance, because
they did not have the money to pay on their current loan and did
not want the finance company to institute foreclosure or collection
proceedings.

We were also told to target personal loan customers whose terms
had less than 6 months remaining and customers who owed less
than 50 percent of the original principal balance on their loans. I
recall one of my supervisors saying that there is a point in each
loan when the customer starts to pay a significant portion of prin-
cipal instead of mostly interest. We were supposed to try to get the
customer to refinance at that point in the loan term.

Flipping loans allows finance companies to charge customers
points, that is, a percentage of the amount borrowed, on each real
estate loan conversion or renewal. The practice is to charge the
maximum number of Foin’ts legally permissible for each loan and
each flip, regardless of how recently the prior loan that was being



Case 2:22-cv-03253 Document 1-4 Filed 08/16/22 Page 37 of 282
33

refinanced had been made. The finance companies I worked for had
no limits on how frequently a loan could be flipped, and were not
required to rebate any point income on loans that were flipped.

“Packing” is takinf insurance products—as many as you can—
puttini them on the loan and then tryin}gl to cover them up or gloss
over them. Packing is shoving as much insurance onto the cus-
tomer as possible without the customer’s knowledge or without the
customer’s understanding.

We attempted to pack insurance during our very first pitch to a
new customer. For example, we were trained to tell a new retail
installment customer that we had reviewed the customer’s finan-
cial situation and could offer the customer a debt consolidation loan
that would save the customer money by reducing the customer’s
monthly payments to creditors. The sales pitch would be substan-
tially similar to the following: “Mr. Smith, in reviewing your loan
application, I see that you have a lot of credit card payments. What
if I could save you $550 a month through consolidating your debt
into one loan?”

I was taught that the most effective way to sell insurance was
to always include insurance products in this quote without telling
the customer that my monthly quote included insurance. I was
taught that I should always include as man{ insurance products as
Fossible in the monthly paKment quote so long as I could quote a
igure that would be less than the customer’s current outstanding
debt obligation.

Using that method, if the customer did not express interest in
mf' initial quote, I could eliminate one insurance product without
te lin¥ the customer that I was doing this, and give a quote for an
even larger monthly savings.

For example, if tie customer rejected my pitch to save him $550
a month, I would eliminate one insurance product and respond:
“Suppose I could save you $600 a month?” Usually, the more naive
the customer, the more insurance I would pack on the loan before
I made the initial monthly payment quote. This tactic was very ef-
fective with immigrants and non-English-speaking people.

Do not be fooled by training manuals. The manuals are written
for regulators and auditors, %ut finance company employees are
trained to ignore the manuals if they expect to make their profit
quotas and ixel:ep their jobs. For example, even though my training
manuals discussed quoting a monthly payment both with and with-
out insurance, I was trained by my supervisors that unless my con-
versation was being audited, I should ignore the manuals and al-
ways quote the monthly payment on a proposed loan with insur-
ance, unless the customer specifically asked what the cost would be
without insurance.

The tactic we used at all the finance companies I worked for was,
“If the customers do not ask, do not tell.” I heard this phrase often
from many of my managers and supervisors.

The “do not ask, do not tell,” policy was successful because cus-
tomers were not aware until closing, if at all, that the loan in-
cluded insurance. Once the customer indicated that we could sched-
ule a closing regarding the loan proposed in the telephone solicita-
tion, we merely presented the loan documents with insurance in-
cluded, even though insurance had not been discussed previously.
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Through their training and experience, finance company employ-
ees know that customers are often desperate for the money and
usually will not object to the insurance once the loan reaches clos-
ing. If customers objected to the insurance at closing, we would add
more pressure by telling them that if they wanted the loan without
insurance, it would be necessary to redo their loan documents, and
the closing would need to be rescheduled for a later date. That was
a half-truth. We could redo the loan documents in only a few min-
utes. It was not really necessary to reschedule the closing for a
later date, but we knew that customers would be more likely to
cave in and accept the insurance if they thought they could not get
the money that day. In my experience, this was usually enough to
persuade the customer to go through with the closing and take the
insurance. -

When insurance was to be included with the loan, our computer
programs automatically calculated the maximum amount of insur-
ance as provided by State law. The amount of insurance coverage
on the loan was never arrived at through negotiation with a cus-
tomer.

Insurance sales are very important to finance companies. My su-
pervisors often used phrases like “Insurance drives profits”. One of
my supervisors said that insurance was more important to our
company’s profitability than its spread on interest rates.

Because insurance sales are so important to the bottom line, fi-
nance companies require that their employees meet goals and
quotas regarding insurance. Insurance sales are tracked by dollar
volume, penetration rate and premium-to-volume ratios. For exam-
ple, one of my employers required that its branches maintain an
80 percent penetration rate for credit life. That is, employees were
expected to sell credit life insurance in at least 8 out of every 10
loans. My employers made it clear that I would not keep my job
unless I fulfilled my insurance sales quotas.

Finance companies also provide additional rewards for employees
who meet or exceed their insurance sales quotas. All of my finance
company employers had a quarterly bonus system. Part of my
bonus depended on whether my branch. met its insurance sales
quotas. All of my finance company employers also ran quarterly in-
surance sales contests. We would be eligible for contest awards if
we exceeded quotas regarding insurance penetration and insurance
sales volume.

I am glad that I no longer work for a finance company. If they
want to keep their jobs, finance company employees must flip and
pack loans. They are under enormous pressure to meet quotas re-
garding loan volume, repeat business and insurance sales. In fact,
the pressure to produce loan volume and insurance sales is so great
that on many occasions, I have seen finance company employees
commit forgery on a massive scale. These employees have forged
everything from insurance forms, RESPA documents, income ver-
ification forms, and even entire loan files.

These practices have always disturbed me, and I hope that some-
thing can be done to make finance company customers more aware
of these practices so that they can keep from becoming victims of
flipping and packing schemes.
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The CHAIRMAN. Mr. Dough, we appreciate very much your taking
the time to come here and give us the inside scoop on how this sys-
tem of fleecing elderly people out of the equity in their home works.

In your testimony, you discussed the types of customers targeted
by finance companies. Why do they target blue-collar workers?

Mr. DouGH. Our entire sale is built on confusion. Blue-collas
workers tend to be less educated. I know I am being very
stereotypical, but they are the more unsophisticated. They can be
confused in the loan closings, and they look to us as professionals—
they look to us as not only loan professionals, but as professionals
who can handle their bill and their incomes as total financial rep-
resentatives. That is not it. The majority of us are not college-edu-
cated. We start doing this 2 days after we are hired on in these
companies. We do not have the formal training that they expect us
to have. So they are more trusting toward us.

The CHAIRMAN. You also targeted people on fixed incomes. Why?
And can I ask whether, by targeting people on fixed incomes, you
are aware that finance companies are targeting a large segment of
our elderly population?

Mr. DoOUGH. I am very aware that we are targeting the elderly,
and the reason why it is successful for finance companies to target
these people is because they have less of a choice in where they go
for the loan product. It is much easier, if you have a full-time job
and disposable income, to get a loan from your local bank; whereas
we can save them $100 a month and close the loan within a week.
That is all they are looking for.

When you are talking about fixed incomes, you are talking about
minimal incomes, also. : |

The CHAIRMAN. Yes. And you also targeted people with equity in
their homes. Why?

Mr. DOUGH. Again, a couple of different reasons. You want as
much equity as possible so you can get the biggest loan. The more
equity, the more fees, the more points you can charge, the more
bills you can pay off, and the more times you can flip that cus-
tomer. o

The CHAIRMAN. People having problems making ends meet with
their present debt obligations are another group that was targeted.
Why would you want to lend money to people who are already hav-
ing a hard time keeping up with their debts?

Mr. DoucH. Desperation. Those people are desperate. They will
sign at whatever rate you give them and however many points you
give them.

The CHAIRMAN, Can you describe for us the role of the corporate
office—in other words, do they put pressure on individual employ-
ees and branch offices? If so, what kind of pressure, and what form
does that pressure take?

Mr. DoUGH. The pressure directly on the employees from above?
Many times in my years with finance companies, I have been told:
Either you do it this way, or you find another job. The big one is:
If you cannot do it, we will find somebody who will. And this is a
constant, everyday thing, where if your numbers are not where -
home office or upger management wants them to be, then you are
done, you are fired.
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The CHAIRMAN. You mentioned that at times, documents are
forged. Could you describe for us what types of documents are
forged, and why they are forged?

Mr. DouGH. All different types of documents are forged, from W-
2’s and pay stubs so you can get a loan approved, to RESPA forms
and loan papers. You do that so you can get by the auditor, or you
can even forge entire loan packages; insurance questionnaires—if
you know somebody is not going to qualify for insurance, but you
need the insurance to meet your quota, you do not ask them the
questionnaire. You go through and do it after the loan. _

The CHAIRMAN. The forgery also involved signing people’s
names?

Mr. DOUGH. Yes.

The CHAIRMAN. You did that?

Mr. DOUGH. Yes.

The CHAIRMAN. That obviously is illegal, where a lot of the other
przlactices might be unethical and immoral, but not necessarily ille-
gal. .

Mr. DOUGH. Yes, sir.

The CHAIRMAN. Did you know at the time that you were breaking
the law by forging the name?

Mr. DOUGH. Yes.

The CHAIRMAN. Did corporate headquarters and corporate lead-
ers and people higher up in the chain of command order you to
forge documents, or was that your own practice to meet their goals
without their knowledge of that?

Mr. DouGH. The forgeries that I saw in the offices where I
worked were either orders from their direct supervisor, or they
were doing it to protect themselves against auditors.

The CHAIRMAN. But there were some instances in which they
were ordered by supervisors or people higher up in the corporate
command to do that?

Mr. DoucH. Certainly. _

The CHAIRMAN. Do you think that that was an ethic that came
from the very highest ranks of corporate headquarters, or from
lower and middle ranks?

Mr. DoUGH. I do not think it was actually ever said to have your
people forge documents to get loans done, but creative financing is
done. They tell you just get the job done; do it. I have not heard
it passed down from upper management to forge documents, just
fro:ln local supervisors. But they let you know w%mat they want you
to do.

The CHAIRMAN. I have just a couple more questions. If you could
describe for us the atmosphere that you were trying to create dur-
ing a loan settlement, I think it would be helpful.

Mr. DouGH. Sure. The first thing you do is instill trust between
yourself and your customer. You have already talked to them on
the telephone, so if you were good, you got names of children, if
they had any pets, what kind of car they drove, so that when they
came in, you could talk to them on a personal level. This created
the atmosphere that you were there for them, that you were their
personal financial person and that you were there to look out for
their money. From there, you just went on with the closing.
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The CHAIRMAN. My last question is one of summation. Could you
describe the perfect gorrower for the subprime market in which you
were employed?

Mr. DOUGH. Sure. As I said in my previous statement, it would
be somebody who was elderly, hopef{xlly, a minority, less-educated.
I am looking for somebody on a fixed income who is living off of
credit cards. I want somebody who has a car payment and some-
body who owns his or her house free and clear would be perfect.

’l‘ie CHAIRMAN. Thank you very much.

Senator Breaux.

Senator BREAUX. Let me start by thanking the witness for being
here, because only through testimony such as yours can we find out
the nature and extent of the problem. Hopefully, your testimony
will be very positive for future activities in the sense of trying to
find a way to eliminate the practice that you have so carefully out-
lined to the committee,

I have just got to ask you a question. Are you still doing this?

Mr. DoUuGH. No. I am out of the finance companies.

Senator BREAUX. How many finance companies did you work for,
approximately?

Mr. DouGH. Three. '

Senator BREAUX. I do not want their names, but I am trying to
find out the category. Are these the “instant credit,” immediate fi-
nance companies, with “instant money” on a signature, that you
see advertised sometimes, or were any of them—because I do not
know who you worked for—were any of them what you would term
a more reputable company? Or were they all fly-by-night finance
companies?

Mr. DouGH. All three were major finance companies.

Senator BREAUX. That you would not put into the category of fly-
by-night, signature-alone, finance companies.

- Mr. DOUGH. They work as fly-by-night companies, but all three
have been there for years and will be there for years.

Senator BREAUX. And they were not limited to one locale or loca-
tion, but were really—I guess you said—national in scope?

Mr. DoUGH. We are talking about thousands of branches nation-
wide, and in some instances, worldwide.

Senator BREAUX. Now let me ask you a couple of questions about

our testimony. I noticed on page 3, you talked about flipping the
oans, and that you would show a customer how, by flipping the
loan, they could get a lower monthly payment; but that what the
customer would not figure out, and you would not tell him, is that
he would be paying for a much longer period of time, and obviously,
in the end, would pay a much larger amount back to the finance
company.

Is it not required by Federal regulation or State regulation that
that information be clearly presented to the customer—that if you
keep your loan, here is what you pay and what you finish with, and
if you refinance with us, here is how long it is going to take you,
and here is how much you are going to pay—in simple English?

Mr. DoUGH. It is written in simple English, and it is on all the
loan documents, but I can get around any figure on any loan sheet.

Senator BREAUX. In other words, as long as you felt that you pre-
sented that person with this detailed explanation which nobody
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reads, you did not feel that you were legally required to explain it
to them in language they could understand?

Mr. DoucGH. Exactly. The majority of customers are looking at
one thing—that is monthly payment—and if that is what I quoted
them on the phone, then tzey are perfectly happy when they leave.

Senator BREAUX. Now, on flipping loans, you were able to charge
points to the customer each time the loan was flipped. Are there
statutory limits on how many points you can charge?

Mr. DouGH. I would guess that in each area, it would be dif-
ferent, but there is a limit on how much I was allowed to charge,
yes.

Senator BREAUX. But there was no limit on how many times you
could charge points?

Mr. DoOUGH. If there was, there were ways to get around it.

Senator BREAUX. And by flipping the loan and making another
loan, you could charge more points each time you made a new loan.

Mr. DouGH. Right; and the way you flip the loan, in the different
systems with the different companies, there was always a way to
collect all your points on the previous loan and get all of your
points on the next, even if it is only a month later.

Senator BREAUX. On the packing question, requiring them to buy
credit life and life insurance and other insurance in order to get the
loan, is there any requirement in the law that would spell out
whether insurance was needed, and if so, how much is necessary,
or is it pretty much an open-ended situation?

Mr. DouGH. There are requirements saying that you must tell
the customer, with and without insurance, the loan payments, the
total of the loan. In the paperwork, it shows that it is optional, and
you have the questionnaire, but again, that is just like all the other
figures. The customers believe what I tell them. .

Senator BREAUX. Was it a common practice, in other words, to
insinuate to the customer that you would not make the loan with-
out insurance?

Mr. DoucH. Yes, you would insinuate that. You would tell them
the importance of having the insurance on there.

Senator BREAUX. Was that part of a disclosure form that was
given to the customer that was lost in the pages and pages of infor-
mation?

Mr. DOUGH. Yes, it gets lost, but if a customer is backing out of
the insurance, then you just delay the loan until he agrees to take
it. There are laws saying that I have to disclose the information.
There is no law saying in what time period I have to do a loan.

Senator BREAUX. I said in the beginning that I think you are
being very helpful to this committee and to the Congress by laying
out some practices which apparently, Mr. Chairman, are far too
common and are not just among what I would call fly-by-night loan
companies, but are practices that are also engaged in by reputable
companies. I think you have said very clearly that the majority of
people involved in financing and refinancing and equity financing
are good, solid companies, and we are certainly not intending by
this testimony to suggest that the majority or any percentage of the
industry are bad actors. But apparently, there are some very sig-
nificant abuses, and that is what we are trying to get at.
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The interesting question I have—and maybe we cannot answer
it right now—is that I have heard this witness say that he engaged
in forgery. Now, that, by any stretch of the imagination, is a crimi-
nal oftense.

The CHAIRMAN. It is a violation of the law, and it could be pros-
ecuted, yes.

Senator BREAUX. I just want to note that for the record. I mean,
ou have been very helpful to this committee, but in doing so, you
ave also acknowledged that some of the things you were doin

were clearly in violation of the criminal statutes of this Nation, an
that raises some points that I think need to be further considered.

But I do thank the witness for his participation.

The CHAIRMAN. And I thank the witness. I do not have any fur-
ther questions. Senator Collins may have some that will be submit-
ted to you in writing, and if she does, we would appreciate your re-
sponding in writing.

I would ask now, before the witness leaves, that the cameras
once again be turned to the side. You can now come and get the
witness, please.

The CHAIRMAN. Our final panel features leading experts, includ-
ing a law professor who specializes in consumer protection issues;
also, the director of the Bureau of Consumer Protection at the Fed-
eral Trade Commission, and the director of the Home Defense Pro-
gram of the Atlanta Legal Aid Society.

Mr. Gene Marsh, our first witness, is a professor of law at the
University of Alabama. He has written and lectured extensively on
the subjects of subprime lending markets, lender liability based on
marketing practices, credit insurance, and the practice of flipping.
He has served as an expert witness in consumer finance litigation
cases nationwide. I welcome him.

Our next witness is Ms. Jodie Bernstein. Ms. Bernstein is direc-
tor of the Bureau of Consumer Protection at the Federal Trade
Commission. She will talk generally about the predatory lending
practices and the role of the Federal Trade Commission and what
role that agency plays in enforcing existing legislation addressing
equity predators.

Mr. William Brennan, our third witness, has been a staff attor-
ney at the Atlanta Legal Aid Society for 29 years, specializing in
housing and consumer issues. For the past 10 years, he has been
director of the Home Defense Program. This program provides re-
ferrals and legal representation to homeowners who have been vic-
timized by home equity loan scams. He assists individual home-
owners who have been targeted by local and national companies
with abusive predatory mortgage lending practices. '

Professor Marsh.

STATEMENT OF GENE A. MARSH, PROFESSOR OF LAW, UNI-
VERSITY OF ALABAMA LAW SCHOOL, TUSCALOOSA, ALA-
BAMA

Mr. MARsH. Thank you. You have heard extensive testimony on
the practices of loan flipping and packing, so I will try to avoid get-
ting on top of that and will ie very brief.

I have studied the industry in general beyond just the one or two
companies that are being described here in the subprime market
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and have paid particular notice to the fact that so many of these
loans, particularly mortgage loans, have a great dea{ of dead
weight in them. The dead weight is due to the dollars that are
being piled onto the loan through the flipping of the loans and the
packing of insurance products. This is also particularly common in
tlllg t{pes of mortgage loans that you are describing that target the
elderly. .

Finance companies flip loans largely because of the way the cred-
it math works—that is, early on in any loan, they make more
money in the principal and interest balance. Later, as the loan ma-
tures, as we all know in our own lives with mortgage loans and car
loans, we start to “make hay” against the principal balance. So the
newer the loan is, the better it is for the lender, and that is just
the way the credit math works.

In the industry, flipping is normally done through the dangling
of a few dollars in front of a borrower who may have made one or
two, or perhaps has a history of payments, and it is quite an in-
ducement to say—and you have heard described these sort of “in-
stant check” loans where someone receives a check, and if they
cash it, they may think they are getting a few additional dollars
that they may need for Christmas or whatever, when in fact what
is happening is that the old loan balance is really being restarted.

As has been pointed out by other people who have testified, the
higher our educational level and so on, the more likely we know
what is going to happen to us when we renew and refinance loans.
In fact, many people are going through refinancings now in their
mortgage loans because of terms that are favorable.

In the subprime market, you have a particularly aggressive
strategy of loan flipping that is geared largely, I think, from the
inside out—that is, a designed practice from the industry and then
also, you face people who often just do not understand what is com-
ing at them and the ramifications. Not only because of perhaps
their educational level, but because of the fairly slick practices that
are used in makin flippin§ work. .

There are actually employee incentive plans related to flipping
throughout this industry. Sometimes the base pay for people who
are managers and loan officers is fairly low, and sometimes the re-
turns for them if they have a good month, so to speak, are quite
good. And in the bonus system in some of the finance companies
that I have studied, loan volume is double-counted. That is, if you
have old money that is turned over, that old money is calculated,
again, in the flip toward whatever the monthly loan volume was,
and that becomes a part of the bonus system for employees.

You mentioned that you were surprised, as I think all of us are,
to find out that sometimes the strategy is that if you have a bor-
rower who is struggling, that sometimes the loan is renewed. That
is hard to imagine, but it is also fairly common. That is, I have
studied cases where the employees have said that as they come to
the end of the month, and they are looking at their bonus system,
and they are afraid of getting a demerit based on loan delin-
quencies, that they would actually want to make the loan look cur-
rent by going out and re-upping the loan, or restarting the loan.
Normally, as one of the folks testified, the focus of the borrower is
quite often on the monthly payment and not on the long-term rami-
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fications, so in deposition testimony in other places, employees
have mentioned that renewing loans that are in default is a com-
mon strategy. That, by itself—some people would ask, well, what
is wrong with that. Well, I think what is wrong with that is not
just the fact that the loan is being restarted, but that you have peo-
ple who are already on the fringe, in some trouble, and they get
more debt piled on them. In many cases, because of the packing of
insurance, a lot of that new debt is really dead weight; that is, it
is not money that you are going to see, it is money that is going
into credit insurance products.

I have provided some ?assages on credit math, but rather than
bore you with that, I will just leave it for your study. It is an im-
portant part of this, but I think you can read it, and some of the
other written testimony includes discussion of it.

One thing I would point out is that the subprime market is very
aggressive in pitching flipping—that is, in seasonal pitches, “in-
stant checks,” and so on—far more than what you or I would face
if we borrowed money from a bank for a car loan or a home mort-
gage loan. You do not really expect to hear much from the bank
or from the mortgage lender again; you just keep making your pay-
ments, and your car gets paid oft, and you move on. But in this
industry, you will hear as frequently as once a month from folks
every time you receive a statement.

I have a brief excerpt from a training video that is used and then
a couple of exhibits to share with you, and then I will be finished.

Mr. BREAUX. Who is this training video from?

. Mr. MARsH. It is one of the finance companies in the industry.
It is actually a longer video—it is about a 30-minute video—but it
has been edited down to about 2 minutes.

[“Keys to Success” videotape shown.]

Mr. MarsH. I do not think you will see that at the Academy
Awards. [Laughter.]

There are four points there, and they appear to be fairly subtle.
I will make them quickly. One is that you hear a description that
we are in the business of selling money. That is true enough, and
I think that that is something that is cultural, and people kind of
get used to it, and you have to get used to that; that is what lend-
ers do. But on the other hand, they also sell a lot of things that
people do not need, that is, the credit insurance products, and they
go about it in a way that no one needs, and that is flipping.

You saw the excerpt on the idea that it is common and %elievable
and okay to handle a delinquent account by renewing it, and I
think we have talked enough about that.

As far as the fellow who needs the roofing work done, notice that
they said, “Come on in, and we will have $1,984 additional avail-
able for you.” Usually, what happens is that not only do you get
the checz for $1,984, but the old loan is restarted, and that is
something that I think is lost on people.

Then, finally, you saw the one on the fellow needing $1,000 to
Fay taxes. On top of that $1,000, you saw the pitch that, Golly, we
orgot to sell credit insurance once again. So it is just sort of a con-
stant push to sell the credit insurance products.

I have two exhibits here, and I will also have two more put up,
and then I will be finished. The document on the left is from a fi-
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nance company document that is used in training, and it specifi-
cally points out that there is a certain point in every loan where
the credit math shifts and starts to work to the advantage of the
borrower and the disadvantage of the customer, and that is the
point at which you should target the loan for renewal. You can see
the description, and I recommend your study of it, but it is very
vivid in the way it describes how the principal and interest break-
down occurs. It also has the credit life and credit insurance pene-
tration rates noted at the bottom of that same document.

The other one, to the right, is from a training tape which basi-
cally describes the process of keeping people in debt—“Renewed
loan approvals take us right to collection again”—so you see this
continuing cycle is at the very heart of the business.

Then, if I could quickly get the other two up, credit life insurance
is supposed to be a voluntary product. It is “take it or leave it.” In
fact what happens in the industry is that it is often put in front
of you with really almost no chance of taking it off. One of the
-quotes in the training materials that comes from one of their em-
ployees reads: “I reassure the customer about the benefits of the in-
surance, They especially like it when they realize that it is alread
included with the payment, and it has af;'eady been quoted.” Well,
that is a problem, that is a serious problem, and I think these folks
here would agree. ‘

Then, the one on the right I think is also very vivid, and that
is that although the company advertises itself as one that takes
care of you and is here to help you and so on, the employees get
this clip that says: “Do not shoot yourself in the foot by addressing
objections, concerns or questions you think the customer might
have.” And all I would say is that when you contrast that with, ba-
sic&;llly,'the pitch that the borrowers are getting, it is really day and
night.

Thank you very much.

The CHAIRMAN. Thank you, Professor Marsh.

[The prepared statement of Mr. Marsh follows:]
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United States Senate Special Committee on Aging
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Testimony of Professor Gene A. Marsh .

The University of Alabama School of Law

I am a professor at the University of Alabama School of Law. In the School of Law I teach
courses on contracts, payment systems and business organizations. I also teach a seminar on
consumer protection. I have published and lectured in a number of areas of lender liability,
consumer finance, sub-prime lending, secured transactions, payment systems and banking law.
1 served as the reporter for the revision of Articles 3 and 4 of the Uniform Commercial Code
in Alabama. In 1996 I served on Governor Fob James’ Mini-Code Task Force and have been
involved in drafting revisions to Alabama’s consumer finance laws. In national and state
continuing legal education programs 1 have spoken on such subjects as the Alabama Mini-
Code, federal Truth in Lending, the sub-prime credit market;, lender liability based on

marketing practices, credit insurance and the practice of flipping.

I have served as a consulting and testifying expert for lenders, credit sellers and borrowers in
consumer finance litigation. I have worked for public utilities, retailers and financial
institutions in reviewing and revising their deposit agreements, instaliment sales contracts and
extended service agreements. I have conducted several compliance seminars for the Alabama
Bankers Association. I serve on the Board of Advisors for a national cc;nsumer finance

publication.
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In the course of my work I have studied pleadings, exhibits, loan files, operating m?nuals,
training manuals, training videos, depositions and other documents used in consumer loans and
installment sales. I have studied materials in cases involving over 30 consumer finance
companies and other mortgage lenders, many of which operate in the sub-prime market. I
have written and lectured extensively on the subjects of sub-prime credit markets, flipping and
abuse in the sale of credit insurance products. Loan flipping and abusive credit insurance sales
practices are particularly common in sub-prime credit markets. '
A. Why Finance Companies “Flip” (Renew) Loans—Lawyers representing consumer debtors
with finance company loans are often surprised to find that new loans are made and existing

" loans refinanced several times each year. Although we live in a world of “easy credit terms”
and are surrounded by examples of the improvident use of credit, consumer finance company
lending practices often surprise even the most hardeneld advocates of E-Z credit. These
lending practices are particularly noteworthy when one considers that many of their borrowers
started out as credit risks, having come to the finance company after being bounced by a bank
or other depositary institution. In other words, these are people who are in the sub-prime

credit market.

Finance companies frequently will contact existing customers, offering a few hundred
additional dollars. Some training manuals urge the employees to make solicitations every time
the customer comes in to make a payment. If the debtor bites at the apple, the existing loan

will be "paid off" and a new loan will start, but with a great deal of the balance being "old
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money." That is, after rebates (most likely credits on the account) for unearned intefest and
insurance premiums, the new amount financed will be comprised of the unpaid principal
balance from the old loan, the few hundred additional dollars given to the debtor in the new
loan, and new credit insurance products (credit lifé, credit property, nonfiling, credit
disability, etc.) that were sold and financed by the creditor. Where a mortgage loan is

involved, the debtor’s equity declines at an alarming rate, while the debt load mounts.

These frequent loan renewals are rabidly marketed through telephone a§d mail solicitations.
Most of us would stop dealing with a bank or other lender that solicited us for new money
nearly every time we made a car payment. However, finance companies are not timid in
offering new money to debtors. The mechanics and incentives in establishing the flipping
system are described below. The system is a product o several forces at work, including the
compensation system for ﬁnénce company employees, state law which favors creditors in the
amounts rebated for unearned interest and insurance premiums, very slick (and at times
deceptive) marketing practices, and some borrowers who have no credit discipline. The
problems are magnified when a borrower is poorly educated and even illiterate. Many finance

company borrowers come to the table with little formal education.

All of us are familiar with the advantages, disadvantages, and the reality of refinancing home
mortgages, and even car loans. However, most people are surprised by the system that has
been implemented by the consumer finance company lending industry, where debtors often

send in regular péyments, but make little progress against loan principal. The system



Case 2:22-cv-03253 Document 1-4 Filed 08/16/22 Page 50 of 282
46

4-
resembles the nightmare where one is running hard but making little progress against the tiger
that is about to pounce. Finance company loan renewals establish a pattern which makes

people indentured servants, working hard but never making progress against debts.

The flipping system also magnifies the harm done in the sale of consumer credit insurance

products that are so prevalent in finance company lending. Consumer credit insurance, which
is generally a bad bargain by any measure, is especially costly where the rebates for unearned
insurance bremiums are credited under the Rule of 78ths. The use of the Rule of 78ths works

to the creditor's advantage when loans are renewed early in the term.

B. Employee Inceﬁtives and Marketing Strategies in Loan Renewals—Commercial banks
have never been known for paying overly generous salaries to consumer lending officers who
are in the trenches. Finance companies pay even less, and sometimes a great deal less.
Additional financial incentives are sometimes offered in a bonus point system that is based on
loan volume, with point subtractions for loans made that are late or delinquent. The bonus

system may be based on individual branch performance.

In some companies, loan volume is double-counted. That is, monthly loan volume is measured
without regard to whether the most recent loan includes a large block that is merely a renewal
of an earlier loan. In depositions, some employees have reported that they renew loans in

order to increase their loan volume. This is close to the system of "churning” accounts in the
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securities industry. Some employees have stated that as the end of the month approaches, the
pressure to turn loan volume increases and the "quality” of new loans diminishes.

Dc{)osition testimony also includes frank admissions that some loans are renewed in order to
remedy the problem of loan delinquency. Thus, a I@ looks current for the bonus system,
even though the borrower has been having trouble making payments before the loan renewal.
Not only testimony, but also training films include passages encouraging renewals for existing
delinquent accounts, particularly if new cdllateral or a co-signer can be added to the loan. The
same training video offers advice to employees, encouraging them to use loan renewals to cure
delinquent acéounts. The pressure to sell credit insurance products is also magnified in such a

system because the insurance premiums are financed, thus raising loan volume.

Training manuals and video training tapes also include. passages encouraging employees to use
expressions such as "line of credit” in soliciting renewals. However, a complete refinancing of
an existing loan and a restarting of the clock on the old money is hardly what you get in a true
line of credit. A true line of credit—even a home equity loan with an established line—allows
for draws without much in the way of transactions costs. However, it is the operation of the
Rule of 78ths, new prepaid finance charges, and the other transactions cost that are so

expensive for borrowers whose loans are flipped by finance companies.

Other passages in lending manuals include directives that "aﬂ efforts are devoted toward

motivating individuals to make contact with our office.” One manual states that "the bulk of



Case 2:22-cv-03253 Document 1-4 Filed 08/16/22 Page 52 of 282

48

6-

our business is repeat business,” and that "renewals are SOLD, NOT BOUGHT." Another
noteworthy passage is one that reminds lenders that "the alert employee will map out an
effective game plan,” and "sell eligible applicants to his maximum worth or high credit.”
However, a study of loan documents and admissiéns by employees suggests that high credit
limits are sometimes exceeded in order to make a delinquent account look current. As is often
the case in commercial and corporate loans, some of the loans become problems because the

lender ignores internal directives on approval ratios.

In fairness to lenders, it is a fact of life that financial institutions are in the business of selling
money and sales volume is critical in any business. In many ways, selling money is no
different than selling shirts. However, the lender-borrower relationship has never been viewed
as a place where all bets are off relating to disclosures, sales practices, and complications after
the sale is made. Thus, the exceptionally aggressive lending practices of finance companies
will not be viewed simply as the sale of the next shirt. When it comes to consumer lending,

the dynamic changes, and people expect more than the law of the jungle to prevail.

C. Add-On Interest and the Rule of 78ths—The most common methods utilized in the
calculation of interest in consumer finance loans are the add-on and actuarial methods.
Actuarial Interest is calculated by applying a periodic interest rate to the outstanding balance of
the loan principal for each period for the term of the loan. This is the method that is used to

amortize real estate mortgage loans. In order to calculate actuarial interest and payments for
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installment transactions, one generally must resort to formulas or tables which are widely

available.

Computing interest by the add-on method is easy and is the method most commonly utilized by
consumer finance comi:anies in Alabama. Add-on interest is a method for calculating
precomputed interest, where the consumer agrees to pay the total of payments, which includes
both principal and the full amount of precomputed interest. Thus, if a consumer agreed to
borrow $1,000 at twenty percent interest, to be paid over a twenty-four month period, the
calculation for payments would be as follows:

(1) $1,000 x .20 x 2 yrs. = $400 interest

(2) $1,000 principal $400 interest = $1,400/24 mos. = $58.33/mo.

With the add-on system, interest is calculated as though the borrower had full use of the
principal for the full period of the loan, but because some principal is being repaid with each
installment, the debtor pays a fixed amount of interest on a diminishing principal. Thus, the

add-on method understates the true simple interest rate and the real cost of the loan.

It is the actuarial method—not the add-on method—that most closely approximates and will in
some cases match (if there are no prepaid finance charges or other complications) the annual
percentage rate (APR) that most of us know under the mandates of TILA. Because TILA

requires a common method for reporting the true interest rate on loans based on an annual
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percentage rate (APR), the add-on rates dramatically understate the effective "simple" or

actuarial rate on a loan. N

Because interest on add-on loans is precomputed, the lender must have some system in plz‘lce to
rebate or credit the account for unearned interest in the event the loan is paid off early or
refinanced. The most common method for rebating unearned intergst charges (and unearned
credit insurance premiums) is under the Rule of 78ths, or the Sum of the Digits Method. The
Alabama Code follows a federal mandate requiring the use of some method other than the Rule
of 78ths for loans with terms longer than sixty-one months. However, because most consumer
finance companies make loans with maturities of five years or less, the Rule of 78ths is widely

used to rebate unearned interest and unearned insurance premiums in Alabama.

Although the Rule of 78ths is easy to use, it carries a disadvantage for the borrower. The
method used by the Rule of 78ths weighs the early months too heavily and the latter months
too lightly in calculating interest earned by the creditor. Thus, if a loan.is prepaid (or started
over, in the case of a refinancing), the creditor would be credited with more interest earned

(and not rebated) than if the interest calculation were made on the actuarial method.

It is readily established mathematically and accepted beyond dispute that the higher the APR
for a given indebtedness, the greater is the error in the Rule of 78ths in calculating interest
earned by the creditor at certain points in the loan, when compared to the actuarial method.

Further, with many consumer loans, the point at which there will be the greatest divergence
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(error) between the Rule of 78ths and the actuarial method is roughly one-third of the way
through the loan term. At any point in the loan, the difference between an actuarial rebate and
a Rule of 78ths rebate on any given precomputed loan will vary with loan size, the interest rate

on the loan, the loan term, and the time of prepayment.

D. Observations on Flipping—With regard to both car loans and home mortgages, most of the
early payments are largely interest and little is principal. It is only later in the loan that a
borrower starts to make serious progress against the principal. Conversely, most of the
interest income for lenders is made early in the loan. In depositions, finance company
empioyees and executives readily admit that the companies make more money on "new" loans
and that old loans are not profitable. This is no great revelation and holds true whether interest
is calculated on an actuarial basis or in a precomputed, add-on arrangement. There is no real

"fault” or*devious practice here. It is merely mathematics at work.

Many borrowers can grasp the ramifications of restarting an old loan (such as home mortgage
refinancing) and know the costs and benefits of doing so. These borrowers can read and write.
They also do not receive solicitations for "new money"” every time they make a payment or
receive a monthly statement. Additionally, they are not met with pitches for credit insurance

products at every turn.

The same cannot be said for consumer finance company borrowers, many of whom do not

bring much formal education to the table. Among the many consumer finance company loan
r
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documents and depositions I have studied over the past several years, only a few borrowers
were college graduates and many were people who did not finish high school. Others could
not read or write. The data on educational levels, dropout rates and illiteracy among some
states makes none of this a surprise. When some of these borrowers are matched against very
polished, rehearsed, and high pressure promotional practices, with use of terms such as "line
of credit" and representations regarding the value (and even the necessity) of credit insurance

products, it is no contest in the negotiation process.

Many finance companies include advertisements for more money in each monthly statement
they send to the borrower. Seasonal pitches are common, offering a few hundred additional
dollars for Christmas money or a summer vacation. Other pitches included on the monthly
statement will congratulate the borrower for making a few timely payments, and offer several
hundred more dollars if the debtor will visit the office. However, rather than making a new
and second small loan, which is the impression created by the advertising, the creditor will

restart the clock on the old money in a consolidation.

When pressed on why the finance company could not make a second, small loan, particularly
when the loan request was triggered by the lender's solicitation, the standard answer is "it's

company policy.” No further explanation is offered.

Accounting firms hired to work in consumer finance litigation have developed excellent models

to compare the costs to the borrower of the refinancing (flipping) system that is in place and
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the costs to the borrower if payments on the old loan were allowed to continue, while a new,
second small loan was made. The differences in costs are dramatic in most cases and have not
been refuted. Even if the APR on the renewal loan is lower than the APR on the old loan, the
actual out of pocket costs for the new refinanced loan may be greater than those that would be
paid if a second small loan were made available, while payments on the old loan were -

continued.

The extra costs to the borrower of the system i.n place are in part the result of the operation of
the Rule of 78ths (as it is applied to interest and unearned credit insurance premiums). In
order to induce the borrower to take on more debt, some finance companies extend the loan
maturity to a new term. Thus, what was once an initial loan with a twenty-four-or
thirty-month maturity will often turn into a new loan at forty-eight or even sixty months.
Although the debtor may take this arrangement because the monthly payment stays the same,
the mountain of interest builds, particularly in a precomputed, add-on loan scenario. And
because the creditor will most likely make a new pitch for a loan renewal (and a few hundred
more dollars) several months down the road, the principal amount remains largely

undiminished or grows.

To see an illiterate borrower who has had a loan "renewed” five, six, or even eight times in
two years, and who is sometimes sold as many as three or four credit insurance products
(credit life, credit property, credit disability, "involuntary unemployment insurance,” and

nonfiling may appear individually or all together in one loan), is enough to make most
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traditional lenders shake their heads. And in some cases, because of the dismal credit record
of the borrower before the first loan was made, the expression "throwing good money after
bad" appears to be unknown in selected consumer finance company branches, where loan

volume dictates incentives and policies.

The frequency of loan renewals in consumer finance company lending is not merely the result
of borrowers who voluntarily go to the well too many times. This practice is designed and

encouraged by finance companies, without question. The Committee has been provided with
exhibits and excerpts from an industry training tape wﬁich describe borrowers as “targets” for

loan renewal and the packing of insurance products.

E. Packing of Insurance Products—On the matter of the packing of insurance products, one
large national company promotes a system which essentially requires the customer to refuse
credit msurance agd oth_er add-on products, rather than providing a clear explanation and
mea-mingful cl-lc.)ice.for't.he customer. Factors considered by the FTC and other regulators (as
well as in case law) examining coerced credit insurance sales include the creditor’s penetration
rate, the profits and financial incentives in making the sale, and the practice of including

insurance in loan payment quotes or on loan documents provided to the consumer prior to

offering a choice on credit insurance products.

Material provided to the Committee includes employee testimonials relating to credit

insurance. One quote reads, “They especially like the insurance when they realize that it is
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already included with the payment that they have already been quoted.” Another entry in that
exhibit under a section on “Handling Concerns” reads “Don’t ‘shoot yourself in the foot’ by
addressing objections, concerns or questions you ‘think’ the customer ‘might’ have.” In all the
marketing literature I have reviewed, this is one of the most callous statements I have
encountered and is contrary to the literature being sent to customers which suggests that the

company cares for the customer.

In one document provided to consumers, the company promiseé “to recommend only those
products and services that fit your needs” and *to explain.our loan documents and financial
products in non-technical terms that YOU can understand.” At the same time, employees are

- being told not to address concerns you think the customer might have. The depositions of
former. employees and other documents show that it is a common practice among lenders in the
sub-prime market to include credit insurance products in the quotes and documents, and to
remove those products from the final deal only when the customer objects or has reached a

" ceiling on debt load or loan-to-value indicators.

F. The Sub-Prime Credit Market—Although there is no universally accepted industry standard
for credit grades, most lénders use categogies such as “A,"” “A-,” “B,” “C,” *D" and “F.”
Consumers with “A” ratings generally have no late mortgage payments and no credit card
payments over 30 days delinquent in the last year. At the other end, consumers with “F"
ratings are currently in bankruptcy or foreclosure. Although the term “sub-prime” lending

means different things to different people, most lenders use the term when referring to “B,” *C”
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and “D” credit. Consumers with “D” credit ratings are generally described as experiencing

problems that are severe.

In recent years there has been a considerable boom in sub-prime lending activity involving
automobiles, home mortgages and even credit cards. In the auto industry there were
approximately 25 sub-prime lenders in 1991. Today there are more than 150. Mortgage
lenders are also vying to make loans to people with shaky credit and sub-prime mortgage loans
are being bundled and securitized. According to one industry publication, the securitization of

sub-prime mortgages increased by 50% from 1996-1997.

" And even in the sale of consumer products such as satellite television reception equipment,
private label credit card issuers have éstablished separate programs to identify and market
credit cards to customers who were previously turned down. In some cases the credit card
issuers created the programs in response to dealer compla_ints that ~t_(r>.o'mzmy customers were
refused credit in an initial application. As one would expect, the risks inherent in sub-prime
lending are reflected in higher interest rates. Sub-prime borrowers are described in industry
material as borrowers who often do not shop around or haggle over terms. Sub-prime

borrowers may be relegated to finding credit at any price.

Lending to sub-prime borrowers was once considered the province of smali loan companies,
finance companies and “fringe banks.” However, the sub-prime market is now also served by

large mortgage companies, national banks and credit subsidiaries of automobile manufacturers.
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Sevgral of the largest national banks provide f@ncmg for auto purchasers with impaired credit
records, buying used-car loans at a discount from face value. Purchasing the contracts at a
discount is also a common practice m sub—p-rime mongage lending and even in thé acquisition

of credit card paper.

Not all sub-prime lenders engage in predatory lending practices and responsible lenders should
not be criticized for setting their interest rates at a level that reflects the risk represented by the
borrower’s credit history. However, the practice of loan flipping and the packing of credit
insurance products are common in the sub-prime market, particularly to. those people in the
“D” range. Some employees have testified in depositions that the more unsophisticated and
desperate the borrower, the more likely the company would flip and pack loaﬂs. Employees
have also testified that in offers for debt consolidation loans, borrowers who were the most
desperate were offered additional cash m order to hook thé loan. A common outcome among
the most predatory lerrders in the sub-prime market is that those borrowers who can least
afford credit insurance products receive .the strongest i:itch for the éurchase of those products
Those borrowers also are targeted for frequer-lt- loan renewals with the lender dangling a few

additional dollars as the bait for the loan flip.

Through additional testimony and the other industry material provided, the Committee can get
a feel for the predatory lending practices that exist in some parts of the sub-prime market. I
will be happy to answer any questions you might have or previde additional material as you

study the sub-prime market.
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The CHAIRMAN. Ms. Bernstein.

STATEMENT OF JODIE BERNSTEIN, DIRECTOR, BUREAU OF
CONSUMER PROTECTION, FEDERAL TRADE COMMISSION,
WASHINGTON, DC.

Ms. BERNSTEIN. Thank you, Mr. Chairman, Senator Breaux and
Senator Collins. I also thank you for holding this hearing and for
the opportunity for me to appear on behalf of the Commission on
this very important—critically important—subject.

I must say, having heard these really heart-wrenching stories
from the previous witnesses, that it is really hard to fathom, as
Senator Breaux said, that there can be people who are so greedy
and so callous that they can engage in such work every day. And
for Senator Collins—and I know she has had to leave—you can be
sure that we will follow up on each of these witnesses’ stories and
investigate them further.

Like Professor Marsh, I know you have heard a good deal about
what is happening in this market and the abuses, so I will make
a few points just irieﬂy that are largely based on what the Com-
mission has found in connection with this subprime lending mar-
ket. Some will be general, some rather more specific, along with
fs‘ome detail about our enforcement efforts and our education ef-
orts.

As has been noted earlier, the subprime mortgage lending mar-
ket has grown dramatically, and there seem to be a number of rea-
sons why this is occurring. It has really been in the last 3 or 4
years that this has occurred.

First of all, I guess it is obvious that it is very highly profitable.
Rates can range as high as 20 to 24 percent. The demand for bor-
rowers has increased enormously; that may have to do with the in-
creasing level of debt among American consumers. Finally, the sec-
ondary market opportunities seem to be growing a great deal, in-
gusing a good deal more capital into this market than occurred be-

ore.

So, a dramatic set of changes have been produced by this quickly
growing market, and a number of large corporations, nationwide
corporations, have now entered this market.

We all agree, of course, that it is critically important for consum-
ers to be able to have home loans that they previously could not
have had before because they had limited access to credit in the
past, and we all want that market to operate cleanly and effec-
tively. But these predatory and abusive practices seem to have pro-
liferated so much that, obviously, I think many steps will need to
be taken in order to see to it that the market does not operate in
that way.

It is just critically important that consumers be able to trust, as
they go about obtaining a loan that the lenders are going to be
treating them fairly and honestly.

The reported abusive lending practices on our records cover a
wide range. The three that the gommission has found, as others
have here today, the most harmful—and I will not detail them be-
cause they have already been detailed—are stripping, flipping, and
packing. -
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I would say only one thing in regard to equity stripping, which
does result in the most injury to consumers, that it almost seems
as if a loan that is based on equity in a property rather than on
income to repay the loan has got to be designed to fail, designed
to seize the equity.

The others have been described; Professor Marsh described the
packing. We have already addressed that in enforcement efforts at
the Commission, and we intend to continue to do that. And flippin
obviously just continues to escalate the borrowers’ debt over an
over again in ways they cannot possibly deal with and increases
the prospect of losing the equity.

All of those—stripping, flipping, and packing—are practices that
occur before the loan is closed. To add insult to injury—and not
much has been said about this—after the loan is closed, consumers
may be subject to what is called “loan servicing practices”, that is,
practices that extract additional moneys not owed under the loan
terms or that inhibit refinancing options with another, perhaps le-
gitimate, lender. They may add fees and charges that are not owed
to the monthly payment demands—you just get a notice saying you
owe more than we said you owed before.

The complexities of loan terms are such that it is really very dif-
ficult for an individual borrower to be able to know exactly what
the payment demands are and whether they are accurate or not.

So a lender may fail to provide full or accurate payoff informa-
tion to consumers—we have experience with that—and that makes
it difficult for borrowers to refinance with another lender.

You also heard about forgeries earlier today, and of course, it has
been acknowledged that that is a criminal offense. The other prac-
tices are and can be subject to civil enforcement which the FTC en-
forces, namely, Truth-in-Lending, the Equal Credit Opportunity
Act, HOEPA, and Section 5 of the FTC Act. .

I will briefly summarize here so as not to use up the time, but
the Commission brought a major lawsuit in January of this year,
filed a complaint in District Court against Capital City Mortgage
Corporation, a DC. area mortgage lender, and its owner. Almost all
of the abuses that have been described were incorporated into that
complaint, and it is in litigation at the moment.

Last year, we also settled a case against The Money Tree, a
consumer finance lender, and its president. That case involved alle-
gations that the company required consumers to purchase credit-
related insurance and other extras with their loans without disclos-
ing to consumers the true cost of the credit.

In addition to our enforcement efforts, we are also working with
State and local agencies in order to be sure that we are all fully
enforcing the law and have issued today a new consumer fact state-
ment called “Borrowers Beware,” which describes the practices we
have talked about and also much more detail about what these
loans are and are not, and how to avoid getting into problems with
them. :

We also have an FTC help line, FTC-HELP, which we urge con-
sumers to call to tell us what their problems are so we can follow
up on them; that is how we hear about them. And we have a web
page, www.ftc.gov, which consumers hopefully will use to tell us
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their problems, their experiences, and in many instances, I hope we
will be able to be of some additional help to them.

Thank you.

The CHAIRMAN. Thank you, Ms. Bernstein.

{The prepared statement of Ms. Bernstein follows:]
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L INTRODUCTION

Mr. Chairman and members of the Committee: Iam Jodie Bernstein, Director of the
Bureau of Consumer Protection of the Federal Trade Commission.” I appreciate the opportunity
to appear before you today on behalf of the Commission to discuss the serious problem of
abusive lending practices in the subprime mortgage lending industry. These comments do not
address those lenders within the subprime mortgage industry who play by the rules and provide
an important source of capital to various segments of borrowers. I will discuss the recent growth
of this industry, abusive lending practices that reportedly are occurring in the industry, and the
Commission’s recent activities in this area. First, however, let me briefly speak about the
Commission’s role in enforcing laws that bear on these problems.

The Commission has wide-ranging responsibilities concerning nearly all segments of the
economy. As part of its mandate to protect consumers, the Commission enforces the Federal
Trade Commission Act ("FTC Act"), which broadly prohibits unfair or deceptive acts or
practices.! The Commission also enforces a number of laws specifically governing lending
practices, including the Truth in Lending Act ("TILA"),? which requires disclosures and .
establishes certain substantive requirements in connection with consumer credit transactions, and
the Equal Credit Opportunity Act ("ECOA"),’ which prohibits discrimination against applicants
for credit on the basis of age, race, sex, or other prohibited factors. The Commission has

jurisdiction over most non-bank lenders.* In addition to our enforcement duties, the Commission

The views expressed in this statement represent the views of the Commission.
Responses to any questions you have are my own, however, and do not necessarily reflect the
Commission’s views or the views of any individual Commissioner.
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also satisfies many requests for information about credit issues and consumer credit laws from
consumers, industry, state law enforcement agenciés, and the'media.’

We increasingly are hearing reports of problems in the home equity loan business, and the
Commission is working in a number of ways to address them. Commission strategies include
law enforcement activities, often coordinated with ct':er law enforcement officials, and consumer
education. It is crucial that as many consumers as possible have access to capital, but, at the

same time, this access must not be hindered by deceptive or other unlawful lending practices.

II. THE SUBPRIME MORTGAGE INDUSTRY

Subprime lending refers to the extension of credit to higher-risk borrowers, a practice also
commonly referred to as "B/C" ot "nonconforming” credit.® Loans to subprime borrowers serve
communities that may have been underserved by other lenders in the past. In recent years,
subprime mortgage lending has grown dramatically, with over 90% of all subprime mortgage
loans made in or after 1993.” By the end of 1996, the total value of outstanding subprime
mortgage loans exceeded $350 billion.* In 1997 alone, subprime lenders originated over $125
billion in home equity loans.’ Subprime loans have become a significant and growing part of the
home equity market. Subprime originations constituted 11.5% of the total home equity lending
market in 1996; by the first half of 1997, they had grown to 15.5% of this market.'® At the same
time, the composi.tion of companies involved in the subprime market is evolving. One of the
dramatic changes in this market has been the growth in subprime mortgage lending by large

corporations that operate nationwide.""
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The subprime mortgage market has flourished because such lending has been profitable,
demand from borrowers has increased, and secondary market opportunities are growing. Lenders
typically price subprime loans to consumers at rates of interest and fees higher than conventional
loans.'* Higher rates and points can be appropriate where greater credit risks are involved, as is
often the case with subprime loans." Critics assert, however, that the interest rates and fees
charged by some subprime lenders are excessive, and much higher than necessary to cover
increased risks, particularly since these loans are secured by the value of a home." Some
attribute lenders’ high rates on first mortgages in part to federal deregulation of certain state
interest rate ceilings in 1980.'5

The relatively high profit margins in the subprime mortgage industry have fueled demand
in the secondary market from investors seeking higher-yielding securitized assets, especially in
an environment of generally low interest rates.'® In 1996, the subpﬁme mortgage sector issued
over $38 billion in securities, the largest increase in securitizations for any lending industry
sector in that year."” The secondary market’s expansion has, in turn, helped to sustain growth in
the industry by enabling lenders to raise funds on the open market to expand their subprime
lending activities.'® Freddie Mac, one of the primary government-sponsored enterprises involved
in the purchase of mortgages, recently announced plans to enter the secondary market in
subprime loans by purchasing significant numbers of "A minus" subprime mortgages by 1998
and the higher-risk "B and C" loans by 1999."

The market for subprime loans is expected to continue growing. Credit card
delinquencies are rising and personal bankruptcies are at record levels, which negatively affect

borrowers’ credit histories, pushing more consumers into higher risk categories. Meanwhile,
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consumer spending continues to be strong.? Together, these factors increase the market for
subprime loans. In addition, more borrowers generally may be seeking home equity loans due to

the change in the tax code limiting allowable interest deductions to those on a first mortgage.

II. " THE PROBLEM OF ABUSIVE LENDING PRACTICES

The enormous growth of the subprime mortgage industry has enabled many consumers to
obtain home loans who previously would have had much more limited access to the credit
market.? Questions increasingly are being raised, how_ever, about certain lending practices, often
referred to as predatory lending, that reportedly are occurring in the subprime mortgage market
and about their effect on the most vulnerable consumers.? These abusive lending practices often
involve lower-income and minority borrowers.® Elderly homeowners, in particular, are frequent
targets of some subprime home equity lenders, because they often have substantial equity in their
homes, yet have reduced incomes.” In many cases, those living in lower-income and minority
neighborhoods -- where traditional banking services continue to be in short supply -- tend to turn
to subprime lenders regardless of their credit history.? While subprime lenders point out that
they are expanding access to credit to individuals who otherwise would be shut out of the market
and consumers whose credit histories make them too risky for conventional loans, such lenders
are in a position to take advantage of the consumers in the weakest barganing position.

It is critically important for all consumers, especially those who live in lower-income
communities, to have access to capital. Access that is based on deceptiv2 mortgage lending,
however, is false access. Deceptive lending practices hide from ;:onsumers essential information

they need to make decisions about their single greatest asset -- their home -- and the equity they
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have spent years building.?® Deceptive lending practices are particularly devastating because
these loans usually are sought at a time of great ne.ed, when borrowers are most susceptible to
practices that can strip them of substantial sums of money and, ultimately, their homes.

Reported abusive lending practices in the subprime mortgage market cover a wide range.
We will mention here a few highlighted in recent reports. While the reported practices are quite
varied, there are common traits. They generally aim either to extract excessive fees and costs
from the borrower or to obtain outright the equity in the borrower’s home.

Among the most harmful of these reported practices is "equity-stripping.” This often
begins with a loan that is based on equity in a property rather than on a borrower’s ability to
repay the loan -- a practice known as "asset-based lending."” As a general rule, loans made to
individuals who do not have the income to repay such loans usually are designed to fail; they
frequently result in the lender acquiring the borrower's home equity. The borrower is likely to
default, and then ultimately lose her home through foreclosure or by signing over the deed to the
lender in lieu of foreclosure. Such a scheme is particularly damaging because these vulnerable
borrowers often have no significant assets except the equity in their homes.?

Another practice of serious concern is "packing,” the practice of adding credit insurance
or other "extras” to increase the lender’s profit on a loan.”” Lenders oftcn stand to make
significant profits from credit insurance, and therefore have strong incentives to induce
consumers to buy it as part of the loan. At the same time, observers have questioned the value
to consumers who obtain the insurance in éonjuncﬁcn with their loans, given the high premium

cost and comparatively low claims rate.”!
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Typically, the insurance or other extra is included automatically as part of the loan
package presented to the borrower at closing, and the premium is financed as part of the loan.
The lender often fails to provide the borrower with prior notice about the insurance product *
and then rushes the borrower through the closing. Sometimes, the lender represents that the
insurance "comes with the loan," perhaps implying that it is free. Other times, the lender simply
may include the insurance in the loan closing papers with no explanation. In such a case, the
borrower may not understand that the insurance is included or exactly what extra costs this
product adds to the loan. Even if the borrower understands and questions the inclusion of the
insurance in the loan, subprime borrowers are not in a position to negotiate loan terms. They
often need to close the loan quickly, due to high debt and limited financial resources. Therefore,
they generally will not challenge the loan at closing if they believe or are told that any changes
may cause a problem or delay in getting the loan.

Lenders are permitted to require the purchase of credit insurance with a loan, as long as
they include the price of the premium in the finance charge and annual percentage rate. In some
instances, however, the lender effectively requires the purchase of credit insurance with the loan,
but fails to include the premium in disclosures of the finance charge and annual percentage rate,
as mandated under the Truth in Lending Act.® When the lender excludes the required insurance
premium from the borrower’s disclosures, the cost of credit may appear significantly lower than
the true cost of the credit. As a result, the consumer cannot make an informed decision about the
cost of the loan.**

Another practice that has recently received attention is some subprime mortgage lenders

engaging in “flipping,” the practice of inducing®® a consumer to refinance a loan, repeatedly,
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often within a short time frame, charging high points and fees each time.* This causes the
borrower’s debt to steadily increase. Although a consumer’s debt may be on the rise anyway if
she borrows money in connection with the refinancing, in some cases, the amount of cash'l
received may be smaller than the additional costs and fees charged for the refinancing. While a
consumer’s option to refinance is an integral part of 2 functioning mortgage market, subprime
lenders engaged in "flipping" may misrepresent to the borrower the terms and ultimate benefits
of the transaction, or induce the borrower to take on more debt than she can handle. By taking
advantage of its unequal relationship with a particularly vulnerable consumer, an unscrupulous
lender can compromise a borrower’s ability to make an informed choice about financing
options.”

Another reported abuse in the subprime mortgage industry is the targeting of consumers
by home improvement contractors who are effectively working as agent. of lenders.® One
alleged abuse involves contractors who may obtain the borrower’s consent for a loan with high
rates and fees through the use of deception or coercion. For example, the contractor and
homeowner may agree on a price for certain work. The contractor, after beginning work on the
home, may then present the homeowner with loan documents from the lender indicating higher
rates and fees than those that were agreed upon. The consumer is then . 2ssured to sign the
papers as drafted -- especially when faced with the untenable prospect of leaving the
improvements unfinished. In another reported scenario, the contractor may receive the loan
proceeds directly or indirectly from the lender without providing any services to the homeowner,
or without providing services commensurate with the amount of the payment. Nevertheless, the

lender may still demand full payment from the homeowner.
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Abusive practices by home improvement contractors and their affiliated lenders® are
particularly problematic because the targeted homeowners often start out with no mortgage at all
or a market-rate first mortgage that they later are induced to refinance. Because of the home
improvement scheme, however, a homeowner with an affordable mortgage or no mortgage, and
who is seeking aluminum siding or new windows, may suddenly find herself with a high-cost
home equity loan.*

After a loan is closed, consumers may be subject to loan servicing practices that extract
monies not owed under the loan terms or that inhibit refinancing option: with another lender.*!

A lender may provide inaccurate monthly-payment demands, adding fees and charges that are not
owed. Because of the complexities of loan terms, it is difficult for the borrower to know whether
the lender’s payment demands are accurate. A lender also may fail to provide full or accurate
pay-off information. Consequently, the borrower becomes tied to a lender without a means of
escape.*?

Some of these reported abusive lending practices may be illegal under various federal or
state laws, including a number of laws enforced by the Commission. Depending on the particular
facts, some of the practices may constitute deceptive or unfair practices in violation of Section 5
of the FTC Act or a comparable state statute. In addition, these practices may constitute
violations of the TILA, as well as violations of the protections for high-rate and high-fee loans
under the Home Ownership and Equity Protection Act ("HOEPA™), an amendment to the TILA
that became effective in October 1995. If a lender charges similarly-qualified borrowers higher

prices based on age, race, and/or sex, such a practice would constitute pricing discrimination in
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violation of the ECOA.* Additionally, if a lender targets borrowers for abusive practices based

on age, race and/or sex, such targeting, depending on the facts, also could violate the ECOA.

IV. THE COMMISSION’S RESPONSE

Given this background, the Commission is taking a variety of steps to address reported
abuses in the subprime home equity market. First, the Commission is increasing its enforcement
activities to halt subprime lenders who are engaged in abusive lending practices. At the same
time, the Commission has been working with states to increase and coordinate enforcement
efforts. The Commission also is educating consumers in order to help them avoid potential home
equity lending abuses.

In January 1998, the Commission filed a complaint in the United States District Court for
the District of Columbia against Capital City Mortgage Corporation, a Washington, DC-area
mortgage lender, and its owner, alleging numerous violations of a numb 'r of federal laws
resulting in serious injury to borrowers, including the loss of their homes.** The company
allegedly made home equity loans to minority, elderly, and low-income borrowers at interest
rates as high as 20-24 percent. Borrowers often faced fereclosure on their properties, after which
the company would buy the properties at auction for prices much lower “han the appraised value
of the properties.

The Commission’s complaint alleges that the defendants engaged in deceptive and unfair
practices against borrowers at the beginning, during, and at the end of the lending relationship, in
violation of Section 5 of the FTC Act. The complaint alleges that the defendants deceived

borrowers about various loan terms; for example, by making representations that a loan was an
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amortizing loan that would be paid off by making payments each month. In fact, the loan was an
interest-only balloon loan with the entire loan principal amount due after all of the monthly
payments were made. The complaint also alleges that the defendants deceived borrowers during
the loan period with phony charges of inflated monthly payment amounts, overdue balances,
arrears, service fees, and advances. In addition, the cc:mplaint alleges that the defendants
deceiveq borrowers regarding amounts owed to pay off the loans. Further, the complaint alleges
that the defendants violated the FTC Act by: withholding some loan proceeds while requiring a
borrower to make monthly payments for the entire loan amount; foreclosing on borrowers who
were in compliance with their loan terms; and failiné to release the company’s liens on title to
borrowers’ homes even after the loans were paid off. In addition to the Commission’s
allegaiions of violations of the FTC Act, the Commission also charged the defendants with
violations of the TILA, the Fair Debt Collection Practices Act,* and the ECOA.”

In the area of loans sold with credit insurance, the Commission has a long enforcement
history. Most recently, the Commission settled a case last year against The Money Tree, a
Georgia-based consumer finance lender, and its president. The case involved, in part, allegations
that the company required consumers to purchase credit-related insurance and other "extras”
along with their loans, without disclosing to consumers the true cost of their credit. The
settlement, in part, requires Money Tree to offer refunds of certain insurance premiums to
customers whose loans were open at the time the settlement became final. It also mandates that
the company approve borrowers’ loan applications prior to any discussicn with the borrower
regarding credit insurance and requires that the company provide expancad disclosures.*® In

1992, the Commission approved a consent agreement with Tower Loan of Mississippi settling
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similar charges regarding its consumer loans.* The Commission is using the knowledge it has
developed through the Money Tree and Tower Loan cases, as well as earlier enforcement
actions,” to investigate potential insurance problems in home equity lending.

In addition to its casework and ongoing investigations, the Commission is sharing its
knowledge and experience with other enforcement agzncies and with consumers. Last year, the
Bureau of Consumer Protection’s Division of Credit Practices held joint law enforcement
sessions on home equity lending abuses with state regulators and law enforcers in six cities
around the country. These training sessions were conducted to assist states in exercising their
relatively new enforcement authority under HOEPA®' and to share information about recent
trends.

In the area of consumer education, the Commission has developed a brochure focusing on
consumer rights under HOEPA, for high-rate, high-fee loans covered by that law. In conjunction
with the filing of the Capital City complaint, the Commission began distributing a Consumer
Alert, advising consumers on how to avoid home equity scams. The Commission today is
releasing a new consumer education brochure with additional advice for consumers on home

equity abuses.

V. CONCLUSION

The Commission recognizes that abuses in the home equity lending market are a serious
national problem. Due to sharp growth in the subprime mortgage industry, it appears that the
abuses by subprime lenders are on the rise. As a result of unfair and deceptive practices, and

other federal law violations by certain lenders, vulnerable borrowers -- including the elderty --
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are facing the possibility of paying significant and unnecessary fees and, in some cases, losing
their homes. Using its enforcement authority, the Commission continues to work to protect

consumers from these abuses.
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