VIRGINIA:

IN THE CIRCUIT COURT FOR THE CITY OF RICHMOND
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John Marshall Courts Building
o B ]
COMMONWEALTH OF VIRGINIA,
EX REL. MARK R. HERRING,
ATTORNEY GENERAL,
Plaintiff,
v Civil Action No. -

EQUITABLE ACCEPTANCE CORPORATION,
a Minnesota corporation,

Defendant.

COMPLAINT

The Plaintiff, Commonwealth of Virginia, by, through, and at the relatior of the Attorney

General of Virginia, Mark R. Herring (the “Plaintiff” or the “Commonwealth™), petitions this

Court to declare that the activities in which the Defendant, Equitable Acceptance Corporation

(“Equitable™), has engaged constitute violations of § 59.1-200(A)(5) and (14) of the Virginia

Consumer Protection Act (“VCPA™), Virginia Code §§ 59.1-196 to 59.1-207.

PRELIMINARY STATEMENT

And higher education cannot be a luxury reserved’ just for a
privileged few. It’s an economic necessity for every family, and

every family should be able to afford it. - President Barack Obama,

Remarks by the President on College Afjordability (Yune 21, 2012)

(emphasis added).

The dream of college affordability remains elusive in the United States, with student loan

indebtedness. passing $1.7 trillion in the third quarter of 2020.!

student loan debt continues to provide fertile

! Bd of Govemors of the Fed. Res

erve,

The ever-increasing level of
ground for scammers seeking to profit from

Consumer Credit (Jan_. 8, 2021), available at

(last accessed Jan. 22, 2021).
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consumers’ financial distress. That is why the Federal Trade Commission (“FTC”) reminds
student loan borrowers that “Some companies promise to help reduce student loan debt, but
there's nothing they can do Jor you that you can’t do yourself for free.™> Buyt borrowers,
struggling to repay théir loans and needing help, continue to fall victim to various student loan
debt relief (“SLDR”) scams.

That was the case for‘neérly 2,200 Virginia consumers Equitable and its SLDR partners
deceived in a scheme in which it provided financing for the purchase of sham SLDR services.
From February 2015 through August 2018, Equitable partnered with various companies (the
“Dealers™) who lured Virginia’s student loan borrowers with false promises to enroll them in
loan forgiveness or repayment plans—without ever verifying that they qualified for those plans.
Worse, the Dealers offered services that, in fact, already were free of charge through the United
States Department of Education (“ED”) or student loan servicers. Equitable then offered loans
borrowers could use to pay for services already free to them.

With full knowledge of, and complicity in, the Dealer’s deceptive misconduct, Equitable
financed the purchase of sham SLDR services with loans it called “revolving credit plans”—
purported open-end credit plans with fewer disclosures and restrictions on the manner and
amount of annual interest Equitable could charge. But, in fact, Equitable offered and made
closed-end installment loans, Because Equitable offered and made closed-end installment loans
without obtaining a license from the State Corporation Commission’s (“SCC”) Bureau of
Financial Institutions (“BFI”"), or coming within any other usury law. exception, Equitable was

required to comply with Virginia’s usury cap— 12% annual interest under Virginia Code § 6.2-

2 Fed. Trade Comm’n, Student Loans, available at (last
accessed Jan. 22, 2021),



303(A). Nonetheless, for over three years, Equitable charged and collected annual interest at
rates ranging from 17.99% to 20.99%,

Accordingly, Virginia consumers affected by Equitable’s VCPA violations and its
violation of Virginia’s usury laws are entitled to relief, and the Commonwealth is entitled to
injunctive relief, its attorneys’ fees and costs, and civil penalties to punish Equitable’s
misconduct and to deter future, similar misconduct by other predatory lenders. The
Commonwealth therefore asks that this Court grant the relief requested in its Complaint and
states the following in support thereof: -

JURISDICTION AND VENUE

1. The Commonwealth brings this action pursuant to its authority in Virginia Code §
59.1-203, which provides, among other things, that the Attorney General may bring an action to
enjoin any violation of the VCPA.

2, The Circuit Court for the City of Richmond has authority to entertain this action
and to grant the relief requested pursuant to Virginia Code §§ 8.01-620, 17.1-513, 59.1-203,
59.1-205, and 59.1-206.

3. Venue is preferred in this Court pursuant to Virginia Code § 8.01-261( 15)(c);
because some or all of the acts to be enjoined are, or were, being done in the City of Richmond.
Venue is permissible in this Court pursuant to Virginia Code §.8.01-262(4) because portions of
the Commonwealth’s cause of action arose in the City of Richmond.

4, Prior to the commencement of this action, the Plaintiff gave the Defendant written
notice that these proceedings were contemplated and a reasonable opportunity to appear before
the Office of the Attorney General to demonstrate that it had not violated the VCPA, or, in the

alternative, to execute an Assurance of Voluntary Compliance (“Assurance™), pursuant to



Virginia Code § 59.1-203(B). The Defendant agreed to execute an Assurance that is acceptable
to the Commonwealth.
PARTIES

5. The Plaintiff is the Commonwealth of Virginia, by, through, and at the relation of
Mark R. Herring, Attorney General of Virginia.

6. Defendant Equitable Acceptance Corporation is a Minnesota Corporation with a
principal office located at 1200 Ford Road, Minnetonka, Minnesota 55305,

FACTS

7. From February 20, 2015 through August 24, 2018, Equitable actively participated
in a fraudulent SLDR scheme designed to lure financially-distressed student loan borrowers into
financing the purchase of services already available to them at no cost.

8. In this SLDR scheme, Equitable conspired with its Dealers—companies with
which Equitable contracted to serve as the financier of Virginia consumers’ purchase of
purported SLDR services from the Dealers. Indeed, the Executive Director of one federal
student loan servicer wrote the following in an e-mail to Equitable’s President and CEO:

I remain of the opinion and have reason to beﬁeve that you are

actually working with companies that are misleading borrowers,

taking advantage of borrowers, offering services to borrowers that

are already on the best repayment plan available to them, and

more.
Mot. for Preliminary Injunction at Ex. 55, Williams v, Equitable Acceptance Corp. et al., No.
1:18-cv-7537 (S.D.N.Y. July 20, 2020) (emphasis added).

9. For example, one Virginia consumer (“R.8.”) was lured by a Dealer’s 'promisc
that she would be enrolled in the Public Service Loan Forgiveness (“PSLF”) program. PSLF is a

federal program that forgives the balance on certain federal student loans after borrowers make

“120 qualifying monthly payments under a qualifying repayment plan while working for a full-
4



time qualifying employer.”® At that time, R.S. was employed part-time and would not have
qualified for PSLF.

10.  Nonetheless, on December 16, 2016, R.S. spoke with one of the Dealer’s
representatives who informed her that she could enroll in the PSLF program. The Dealer failed
to confirm any of the information required for R.S. to qualify for PSLF, misleadingly told R.S.
that she would qualify for PSLF, and intentionally concealed the fact that R.S. could apply for
PSLF for free through the ED or her student loan servicer.

11, | After speaking with the Dealer’s representative, R.S. executed an “Equitable
Acceptance Revolving Credit Plan” with Equitable. It was only after R.S. executed her
agreement with Equitable that the Dealer sent her information about applying for PSLF.

12, So, from her first contact with the Dealer to the time she took out a loan from
Equitable, R.S. was never told that she was financing .the purchase of an otherwise Jree
enrollment service for a loan forgiveness program for which she did not qualify.

13." Having purchased a worthless service from the Dealer, R.S. was then required to
make payments on Equitable’s usurious loan. Her loan identified an interest rate of 20.99%,
when, in fact, the maximum annual interest Equitable legally could charge was limited to 12%
under Virginia Code § 6.2-303(A), Virginia’s general usury cap.

14, Virginia Code § 6.2-303(A) applied to R.S.’s loan and all other loans Equitable
made to Virginia consumers for two reasons,

15.  First, Equitable misrepresented that its loans were “revolving credit plans”—a
type of open-end credit that may qualify for an exception to Virginia’s general usury cap under

Virginia Code § 6.2-312. For Equitable’s loans to have qualified as open-end credit, Equitable

3 US. Dept. of Educ., Public Service Loan Forgiveness (PSLF), available at
: (last accessed Jan. 22, 2021).
* A redacted copy of R.S.’s agreement is attached as Exhibit A,
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must have expected more than a “one-time credit extension.” 12 C.F.R. § 1026.2(a)(20), cmt. 3.
But that is precisely what occurred on each of Equitable’s loans—a one-time extension of credit
used for the purchase of purported SLDR services. Thus, Equitable did not offer open-end
credit, but instead offered closed-end installment loans.

16.  Second, as a closed-end installment loan lender, Equitable could have attempted
to apply for a consumer lending license from BFI that may have enabled it to charge more than
the annual interest provided by Virginia’s general usury cap. See VA. CODE ANN. §§ 6.2-1500 to
6.2-1543 and 6.2-1800 to 6.2-1829. - Equitable never did so.

17. Upon information and belief, all Virginia consumers who took out loans from
Equitable to purchase SLDR services from Dealers were harmed through the same or similar
misrepresentations made by Equitable and its Dealers,

CAUSE OF ACTION

Virginia Consumer Protection Act

18.  The Commonwealth re-alleges and incorporates by reference the allegations of
Paragraphs 1 through 17 of this Complaint.

19.  Pursuant to Virginia Code § 59.1-197, the VCPA is to be applied as remedial
legislation to promote fair and ethical standards of dealing between suppliers and the consuming
public.

20. In connection with consumer transactions, the VCPA prohibits suppliers from,
among other things:

a. Misrepresenting that goods or services have certain
quantities, characteristics, ingredients, uses, or benefits

pursuant to Virginia Code § 59.1- -200(A)(5); and

b. Using any other deception, fraud, false pretense, false
promise, or misrepresentation in connection with a



consumer transaction pursuant to Virginia Code § 59.1-
200(A)(14).

21.  During all relevant times, Equitable was a “supplier” of “goods” or “services” in
connection with “consumer transactions” as those terms are defined in Virginia Code § 59.1-198,
by advertising, offering, and making closed-end, installment loans to Virginia consumers,

22.  Equitable violated the VCPA through the acts and practices described in this
Complaint, including without limitation:

a Misrepresenting that a “characteristic” of its loans is that
they are open-end credit, rather than closed-end installment
loans,.in violation of Virginia Code § 59.1-200(A)(5) and
(14);

b. Misrepresenting that a “characteristic” of its loans is the
legality of their stated interest rates, in violation of Virginia
Code § 59.1-200(A)(5) and (14); and

C. Conspiring with its Dealers, and actively participating in a
scheme, to - misrepresent that one “characteristic” of the
Dealers® SLDR services is that there is a cost associated with
enrolling consumers in free student loan forgiveness and
repayment programs, in violation of Virginia Code § 59.1-
200(A)(5) and (14).

23.  Equitable willfully engaged in the acts and practices described in this Complaint in
violation of the VCPA.

24.  Individual consumers have suffered losses as a result of the aforesaid violations of
the VCPA by Equitable.

PRAYER FOR RELIEF

WHEREFORE, the Plaintiff, Commonwealth of Virginia, prays that this Court:
A Permanently enjoin Equitable and its officers, directors, employees, agents,
successors, and assigns from violating § 59.1-200 of the VCPA pursuant to Virginia Code §

59.1-203;



B. Grant judgmen"c against Equitable and award to the Commonwealth, as trustee, all
Sums necessary to restore to any consumers the money or property acquired from them by
Equitable in connection with its violations of § 59.1-200 of the VCPA pursuant to Virginia Code
§ 59.1-205;

C. Enter any additional orders or decrees as may be necessary to_ restore to any
consumers -the money or property acquired from them by Equitable in connection with its
violations of § 59.1-200 of the VCPA pursuant to Virginia Code § 59.1-205;

D.  Grant judgment against Equitable and award to the Commonwealth civil penalties of
$2,500.00 per violation for each willful violation of § 59.1-200 of the VCPA pursuant to Virginia
Code § 59.1-206(A);

E.  Grant judgment against Equitable and award to the Commonwealth its costs,
reasonable expenses incurred in investigating and preparing the case up to $1,000.00 per
violation of § 59.1-200 of the VCPA, and attorneys’ fees pursuant to Virginia Code § 59.1-
206(C); and

F. Grant such other and further relief as this Court deems equitable and proper.

COMMONWEALTH OF VIRGINIA,
EX REL. MARK R. HERRING,
ATTORNEY GENERAL
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By: Nt Zan. LA —

Jameg’t:. Scott (VSB_f\To“.f 88882)
Assistant Attorney General
Consumer Protection Section
Predatory Lending Unit
202 North Ninth Street
Richmond, Virginia 23219
Phone: (804).225-4778

Fax: (804) 786-0122




Mark R. Herring
Attorney General

Erin B. Ashwell
Chief Deputy Attorney General

Samuel T. Towell
Deputy Attorney General

Richard S. Schweiker, Jr.
Chief and Senior Assistant Attorney General

David B. Irvin (VSB No. 23927)

Unit Manager and Senior Assistant Attorney General
Consumer Protection Section

Predatory Lending Unit

202 North Ninth Street

Richmond, Virginia 23219

Phone: (804) 786-7364

Fax: (804) 786-0122



CERTIFICATE OF SERVICE

I hereby certify that, on this 2nd day of March, 2021, a true copy of the foregoing
Complaint was sent via first class and electronic mail to Stanley P. Wellman, Esq., Harman
Claytor, Corrigan & Wellman, P.C., P.O. Box 70280, Richmond, Virginia 232585, counsel for
Defendant Equitable Acceptance Corporation,
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Equitable
Acceptance

CORPORATION:

Credit Request Authorization .

I hereby certify that the information has been fumished with the understanding that it is to be used {0 determine the amount
and conditions of my contract. Furthermore, | hereby authorize the financial ingtitutions listed in this credit application to
release necessary information to the company for which eredit is being applied for in order to vesify the Information contalned
hersin. /7 N\ |
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Equitable Acceptance Revolving Credit Plan

Student Advocates
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Copy of the Elactronit Originai® documeit managed by the eCore® On Demand (ECD™) Service.
DocySign Envelops ID: ChB17ESD-CODC-4DDR-9AS7- 733445726540

Equitable Acceptance Corporation
Privacy Paficy

Equitable Acceptance Corporation knows that the privacy of the personal information that we
receive about you Is important to you. We understand that you trust us to protect the confidenttality
and security of that information. This notice informs you of our privacy policy and describes how we
treat the information we recelve from you.

“Information We May Coliect About You

We coliect nonpublic information about you anly in connection with the services you request of
us. The types of nonpublic personal informatlon that we collect vary according to the services that we
perform for you, and il kyde: (1) information that we receive from you (such a;ﬁe\mname. address,
income, assets, scu?a '%ecurhdnformation, and other financial or househald inforniation}; (2)
Informatlon about yéur relationstf ang st _h‘@}\( iR us 370 others félidfigs 'Lént history and
amounts owed); and, {3) infnﬁna{id:n thjt ¢ rew?"’y w h\v/zr autho lmtlond\ﬁyson?v;:rd parties.

g\ %/Wefl'fﬁﬂfe/?wcu)}afmmaﬁm N

We do not disclose any publicvor nonphblic personal information about you that you have
pravided to us to anyone cutside our company, except as authorized by you or required by law, We do
not sell client information to anyone or disclose client information to marketing companies.

How We Protect Your Information

We restrict access to public and nonpublic personal informatian about you that you have
provided to us to the ’“iﬁ(u;\oompanv whb need to know.he information te provide’services to you.
All of our personr Qired i t fidenyiality of 21l non e | information

a : . Y
2RI e ..
St J J Queiens Lo L) (AL

{ . o .
if you have questions or would like additiona information about our privacy policy, please call
Equitable Acceptance Corporation at 763-797-0241.

The original document is owned by Equitable Acceplance and this copy was created on Dec 16, 2016 04:00:10 PM.,
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Equitable Acceptance Auto Pay Terms Of Use

Important Please Read

With Auto-Pay your payment s automatically charged to yoah end agplied to your Equitable Acveptance

Corpormtion actount on your dua Dats, Give ug a call If you have any quesiions @1.868.846.8559.

Sign the form betow

1 (we) horaty authorizé Equitable Apceiotari Comoration to infEdte ACH debl entridedo my {ow) acoount on 2 asis, { (ws) agrea that any
ACH debit entry to my (our) a::of(n ‘retumed umr‘_ Vy oo o?m  same W crodit card would be collected,
All ACH or NAGHA or National Al.tcmitad curhgl oms:m ! mgumm fass h-.mw # ba enforcad. This authority I
to remain in fult forcs and effect Jz).l AC and ’DB ry has réck Ivon;(v ‘hotif 'mr* me u..) oijki!ermnahon in such

tms and in such mnnarashaﬂurd‘ﬁhf:.{ }zpnrwiy lo;?cs-unn) L i—a A

'-_ ‘../i

By signing betow, you confirm you have feviewsd end agree to Equﬂ:blu Accspunae Auto Pay Temms Of Use

Date:  12-16-2016

“** NOTICE =**
To cance! or stap any recurming auto pay payments, please log into your Equitabie Acceptance webeite account portsl @
hupsum.equweaenephnmmnwnrﬂanh :

The otiginal documant Is owned by Equitable Acceptance and this copy was created on Dac 16, 2016 04:00:10 PM.
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NOTICE OF CANCELLATION

. n: 12/16/2018

If you cancel, sy property tradad In, any peymonts made by you [hu«nnmnuéumunumymg'iuimnm
cuamabyyouwllbemhmwdwlr'mwbmheud-ylfoIMquymesenarofwwwumndbo,mdmy
security intarest arising aut of the trangaction will be cancelled,

¥ you cancel, you must make nvaﬂabblnmaau!eratyowruldanes. fn ummmasgood condition as when received,
any goods/services deliverad to you under thi oontract or sple; orynunnylfyoumh,mmplymmelwhnﬁmdﬂn seller
madmhmﬁnaﬂmmdu%wwmﬁemhfsmmpmm e

//
If you do maka the goodaiservics m‘faiahleioth\e
notices of mlﬂim,ywmayro‘.&g‘r{or dispose of o
mlhbhuhmhorﬂyou-gre\u\é_famrgﬁé gobful
periomance of gl obligations undsr the contract.

'I'_owlwthltlrmuwon.mdlwdaﬂvwasbnedmddlhdecpyclminawmm«wmmm.w
2ond & telegram tn

Student Advocales

3100 Bristol 8t
Costs Masa, CA 02626

.'f:mmm;'z’“f"{ ) ml 'O; /] !? s
X \J l. ; Fhs . L ‘d
| -,

I HEREBY CANCEL THIS TRANSACTION

DATEy — {PURCHMASER'S SIGBNATURE)

The criginal aocmmlnowneabyEqmmmmmmmmmumm1a.ao1sn4m1opu.
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NOTICE OF CANCELLATION

Studont Advocates Dats of Transaction: 12/16/2016

Ywmymmhwmmmawmumouigqtimvoihh:ibminessdaysﬁunlhodwvedate. (Nmknﬁgﬁdmhﬁdaya)

"youanoel.mypmpenyhdedmanymnemmada byywmdwmeoomadorsm.andanymgoﬁabbmm
MdbyynuwllbemmwmIommmmwmodmdmrmﬂaﬂmm.mw
securily intorest arising out of the Fansaction will be cancslled.

lfycuunaar,younumnﬂmmbbmeodbtmmrm.hmmﬂyummmsmm.
wyoodslsewimdolvoredhyoumdarﬁuonﬁmorsﬂo:mwumynwumh,mplymmminnrueﬁmsdn-nl.r
Whmﬂimmdm@mjg@dhmmamm. A~

{f | . f
lfyou.dommmm{m'uuauuhm\u-y{‘:ﬁi;mi}i mﬁs‘fé;; nﬁ"ﬁpm iﬁ ll'i‘ctqliélm
niatica of canceliation, you may re&fﬁ,grdhpoaef(l--[‘gw;‘# mr+:.l| un}ﬁm‘yg}oblggﬂ' you igil meﬁ"e the goods
avallable to the eller, ot f you agreb 5 vetum 35 go Inaeriic pl‘q_yg#wf‘aﬂ,édon,fmn e for
performance of al abligetions bder the contract. ! "/

( F

To cancel thia transaction, nﬂlwhﬁwudgnsdanddabadcopydmmwhﬁm nolice or any olher writlen notics, or
sorl a islegram to

Student Advacates
3100 Bristol St
Coata Mesa, GA 62626

, B O o) .
(600) 276-931s .

Ndhh&mnﬂmglndtzm!fbm TR O VN ’:
"(HAe 2220t | j j jr J t i l

—L L. {DAYE) __ —— e - {PURCHASER'S SIGNATURE)

VHEREBY CANCEL THIS TRANSACTION

The original document is owned by Equitable Acoeptence and this cepy wes creeted on Dec 16, 2016 04:00:10 PM,



