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1. INTRODUCTION | sUE% s
\ 1\)\‘5\( l‘:\.‘\ A e
torney General

1. Tlie Cotiimonwealth of Massachusétts; by and through(ﬂs"m

Maura Healey, brings this enforcement action in the public-interest x’:’,ur’js_uélit;”.tb”the Massachusctts

Consurner Protection Act; G: L. c. 93A, § 4. Tﬁc'Cbm’mon.Wéalth alleges that Credit Acceptance
Corporation (“CAC™ made unfair- qr.déCeptiye..au,tomdbile;lg_ans’ to Massachusetts consumers
and sold s¢curifies to Massachusetts investais baséd on offering materidls that contained
niaterially false or misleading statements.

2. Betweeii 2013 or earlier and the presént, CAC madé high-risk high-interést
subprime auto'loans to ’R’[assachus_etts ‘borrowers whom ‘CAC knew or éhould have known were
uriable fo repay their loans. Whe'n.'it approved and funded the loans, CAC recklessly ignored the
likelihood that the borrowers would defaxilt on their loars. When it approved and funded the

loans CAC knew, based on its own risk s¢ore (the “expected collection rate™), that a substantial



portion of its loans to-high-risk low-score borfowers wouild never be repaid—CAC knew; based
on its.owh eollection, fepossession; and deficiency data, and oniits histotical default data that the
performance of its loans was consistently abysmnal, and that well over 50% of high-risk low--
score borrowers would default, typically a little more than 2 year iato their loans.

3. CACignoredihe poor performance of its high-risk low-score loans and was
indifférent to the inability pfMasSaéhusegtS'..con_samqrsam repay:the loans because in spite 0 the
il level o defaults, CAC earned substantial profits-on its high-tisk Massachusetts loas,

4 ‘While: CAC profited, Tiowever; default was catastropliic forborrowers, wholost.
tlieir.cars and their down payniénts; whose credit was damaged; and who were left wifli an .
average debt after default ‘of about$9,000, which CAC confinued to collect thirough unlawful and
aggressive collection processes.

5, Be‘,tween 2012 and ﬁﬁ,d.-iz(')_l 8, CAC collection ;empldyc,es harassed Magsachusetts
COnSLNErs ‘Eyg;ﬂliﬁg‘theﬁl as often as eight riinés a.day; Massachusetts law permits no moré
thart two calls per week. Ovér this roughly six-year period, CAC made about 1.5 million
-colléction, calls in viclation of M%saéliuséﬁs law.

6. Whenborrowers defaulted and CAC repossessed tlieir cars; CAC failed 10 use flie
cars” faiirinarket value o calildte atly femdining loan déficiéney. - CAC! § repossessiofifoliges
to-borrowers in contiegtion with ﬂ‘ié,d‘j@ﬁ@iéﬂ@}' were i violation of Massachuscits:law,

7. CAC?s bofrowers Were also sibject to hiddeti {iitance charges i their CAC lodtis;
smiarly borrowers were requited to purchase vehicle service conttacts as a condition of obtaihing
CAG o, which added abiiit $2,500; on averdge; to-the amount 6f theif loans, Tn addition,
CAC dealers added an extra markup to the prices of veliicles.they sold fo lifgh-risk borfowers

with poor credit or low scores; the éxtra filarkup was a hidden finance chatge that wasnever
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- disclosed to borrowers; Includig the arountof the hidden finance charges i this calcuation of
tiie borFowers” interest ates festlts i an actual interest rate higher than the Massachiisetts usiry
céiling 6F 21% for vitially all CAG borrowers subject 16 these:chatges.
8 Inorder tb’a-ﬁinsi‘i‘fsj'igains};‘CAC"séiﬁc“iis@cuﬁﬁes;:to (inter aha)Massachusetts
investors by means of false or misleading statements Conceming the charactetistics of the'loans
and éontiacts collateralizing the securitiés:

9, TheCommonwaaltli seeks restitdtion, disgorgeiment, statutory damapes; ‘and othet

felief for Massachusetls borrowers harmed by CAC s unifair ordeceptive ety or practices: In

‘including reasonable atforneys’ fees.

. JURISDICTION'AND VENUE.

10;  TheAttorney Generalis-authorizéd:fo bring fhis-action prsuantio G, L ¢.93A, §

Aand Gl 012 §'5, ThisCoutt has jurisdiction over the deferidarits pursuant 10:G/L..¢: 22345

§3. Thé Courtlias juiisdiction over lhe subjéctmatier of (lisdction pursuant 16:G.L. &.93A, §

1. THEPARTIES
12, ThePlaiftiffis the Commonwealth of Massachusetis, représented by thie Attorney
General, Who biings {his action in the public iritefest: “The Commonwealth also tias standing

parens pélriaé 16 protect thie health-and well-being; both pliysical and econorhie, of its residents.
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13, 'Th¢Defendant, CAC, 15 & Michigan corporation headquartéred in‘Southficld,
Michigan: Since 2013-or-earlier, it has dong business in Massaghusetts,

14, Whiriever infhis Complaint refererice is tmade:to-any act;.deed, OF transaction of
any corpordtion, the reference means that the corporation engaged inrsuch act, deed, of
fil?aﬁs'ééti'éﬁ.'byaf)i"thfdﬁgh :i’fs‘-'b'fﬁécf’s}-di‘r‘ccto‘fs’,‘ 'a‘géhﬁt»:én‘qilﬁﬁés; or othér represeritatives wh‘i le
-affairs.

IV. STATEMENT OF FACTS

15, Foundedin1972 CAC is orie of the largest subpring atito'lenders in the country:
- In2017'CAC was the fifth Jargest lender borrowers with-credit scores dindéF 650, and the
-Second largest lender (after:Wells Fargo) to borrowérs with crédit séores under 530

16, From atleast 2013 or earlier through the present, CAC has iriade subprime auto
loans to. borrowers in Massachusetts,

17:  Tn2019;CAC furided about 370,000 subprisme auto loans countrywide; Qver
'95% oF CAC"s loaits aresuliprisiie loans. CAC’s sevenug in 2019 was about $1.5billion, arid its-
et fngorne ias 8636 milllion: CACis piblicly tiadéd on NASDAQ, and lias a wirrent thaiket
eapitalization of abou $8 bilfion:

18, Asubstantial portion of CAC*s foaiis are never repaid.

A. CAC’S SUBPRIME LOAN BUSINESS MODEL
19.  Between 2013 and2019; CAC funded approximatély 4,000 subprime used car

loans annually in Massachusetts, with air aggregate value of $458 million:'

! Unlcss othermsu speclﬁed the Massachusetts data repiesent loans ougmaled betiveen ’7013 and the end-
of 20 ] 9. etcludmg dealer-canceled loans



20. CAC'businéss:model allows all.applications forloans 1o bé approved and
fiunded,

21, CAGhas mndrngarrangementswnthnumerousdealersmMassachusettsCAC
refersto thiese dealers asiit “dealér:pariners.” Wheiv'a consumier buys acarfromoneofthe
‘dealers and submits a loan applieation througl the CAC compiiter portal atthe deales, CAG
funds the loan.

22, SubstantxanyanotCACscustomers have inipaired oF liimited credit Manyot‘
CAGs cistomers ave hight debito-dncome bt (hose permited by raditionsl Tenders
Virtually. 41l CAC borrowers have expericnced financial problems inthie past; or have serious

‘buyers:who otherwise wotild be unablé-to obtain 4 loan—tuyers who, withont CAC s loans;
woulld ot ingur debts they canotafford 10 Tepay:
23, At origination CAC expécts to ecliegt, on average; approximatély 70 cents of

gvery loan dollar will remain unpaid:

2 GAC deifves mdstof s eveinies (dbodt 939%) frony narice chatges. These

Tinance charges includé monies eairied on CAQ's logns ahdiamoiinls earnedifom the sale-of-

vehiéle service contraets..

1. ‘TheLoan Process
35,  When a consumierbuys a used car from one of CAG’s dealer-partiiers, the
corisiumer applics foraloa throiigh CAC'S proprietary computer portl; the Credit Appraval
Processing Systeini (feferred to by CAC as “CAPS”). CACapprovesiihie Toan, (jpically withisi

*60 seconds, and CAPS:displays the terms.6f the 1oan 'ingil_'xdin_g the-amounit of the loan and the
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:hbrrbwéffS>Tanlﬁiy',paymérit. Ifthe :ijdr_rdeéﬁWﬁhts o obtain the loan, the borrowér myst:agreé
10 CACs tetims.

26, The €AC loan s origindted whn he consumer signs the ¢onitiact of sale. The-
~contract—which, together With all financing. documeénts and disclosures, is créated by, GAC’s
CABS systeim—requites Uie onsuitier t make a dowri payient 15 the dealer (averaging abioi
20% ofiihie ¢ar pricé; including (he cash doywri payiment and nét:rade:iii valus of thie priot
vehxcle)allothu amounts:elatedtothcpurchmearcfunded iri-thie 16an..

27, Thieamount ofthe Toaii consistsoF the total principal and inerest ilic consumet is:
fequited o pay over the terin of the Consurber oart

28.  Since 2014, the vast iajority-of CAC loans il Massachusétts have had intefest
taites of 20.99% (tlie Massackiusetts usury ceiling is 21%).

29,  Thie decision 1o find the oan is miade solely by CAC. Thi aniount of the funding
is detotmined solely by GAC. CAC pétfornis all significant funétions elating fo the:prodess of
‘the Ian application; including as:_sé'ssrgem}nf.uiéﬂapplicatio@aﬁ@'wéﬁﬁcatinnp"fé CONSUMEr
information; such :a‘s.-ext;i}a‘lbfy'iﬁeﬁ‘ts__i_ric@hi@;‘:‘and'?r:és‘idi&h@é:

30, CACdoesiot foaii funds ditectly 1o the consuiiier, Tisiéady nfér e consier

‘has signedtie salés contiact: CAC akes 4 payment 1o the dealer; and.in cxohange fof CACs

. spayuieritihe-déaler itmedidtely assigis the Toan 1o CAC: Apart from the down payment CAC s

paynicnt 10 thie dealer is the onl§ paymerit the dealer receivesi{inisome eases brokeninio amore:
than oné pait, §ee rifra | 36), anid the only cash funding ;iﬁvquedix__i the sale:

31 UndérCACs arrangement with the dealer, the assignmeritof the loan to.CAC
oceiifs dutomaticallyassoon ds the contract is signed and transmitied to CAC in either physical

of electronic form.
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32. Although the dealér and riot CAC is the nomirial party to-the loan contract, the
dealer basno-rolein aﬁprc’ii(iﬁg_,.mﬁl&ing;,dééﬂjlhéﬁting? funding, holdiniz; sé:‘y‘iéiﬁg,-br@(‘)j]légﬁi;g
the loan; Thie dealef gencrally does not liave legal ownership of e corisurticr loar for mote'than
“a moineiit” (CAC’s tetm) before it is assigned to CAC, whiich thefi takes-posséssion ol he'loan,

33 Both before aid aftei the assigiiment oceurs CAC controls all aspects ofthe loan
process:

.- 'CAC unilaterally approves the loan;
- CAC provides the fiinding for the loan;
- CAC creates and transmits the 16an package through CAPS;
- CAC determiries thie-ainount.of the loan and of {hié fiinding payment to the dealer;
- the loanis written on a contract form provided by CAC;
= GAC creates and exééutes:all contract documents requiréd for the loan;

- CAC sets the ternis-and conditions of the loan; including térns of prepayniént,

default-and acceleration, répossession, and sale;

- through CAPS; CAC calculates and:supplies all federdl ¢onsumer disclosiires; .
“ineludin the finanee charie diselosures required under TILA, and veiifiés:
compliance with-any State law réquiréments;

: ‘©AC i$ the lien holderon fhie veliicle title;

- ;éonsum_ei's‘ar,e' required to make all loan paymeiits, including the first, directly to,
CAG:

- ‘CAC rakes available vefiicle service coniracts fof the dealef to-sell (*VSTs™);
.arranges with vendors (o -adniiriister the VSCs, and either assumies the VSC risk.or.

shares third-party profits related to the VSC;



- CAC services the loan;
- when a consumier misses a loan ,paymgm»cAG piirsues: coliection actionssand
= CAC ?rept>$se,ss'cs and resells the car® When !a.O‘rLtowéir's dre unable to _repay their

2. CAC’s Finanging Programs.
34 CACofféfs two financing “proprains™ to dealérs, which it refers to-as the
“Portfolio” and “Purchase™ programs, The donsumer l’caﬁ:;s:an'drcmfs:_r:cilg in approving, .
making, documeriting, holding, servicing, and collgeting on the loans—are the sanie for botl

~E

35. Thepnmary differences between the prog‘r_amslralre“in(i)v the timing and amount of
CAC’s paymerit to the dealer, and (ii) the pooling of Toans.
i. Timing aid amount of dedler payment:
36.  Underthe Purcliase program, CAC makes its entite payment to the dealer ip

front; wheén theJloan is assigned: ‘Undér the Portfolio program, the bulk of the payment (about .
87?/onmeragemMassauhuseusbetweenzomand 2019), i made to the dealsr up frorit, at the
tinie of assigrment; whilé the remainderof thic paymetit, wiiich CAC ealfs the “holdback,” is ot
paiduntil CAC colleets ihe entire aniount of it upfront, paymeat to the dealer (fogethier with
' CAC's 20% finance chargés-on the collections-and various fees-and costs, se infra, ¥ 49°), and

then only 16 the.exteit that CAC collects these fiirids froim the bairower. If CAC does hot collect
the entire ainount of its-upfront paymeént; the dedler never receives any part.of the holdback. 1f

2 Repossessmn typlcally odéciirs when a consumer-defaults unless thé consumier tedeenis the c.n or:the
cost-of: TEpossession exceeds the auction value of the vehicle.
3 The 20% finance charge 1 refléets 30 eents of every collected loan dollar.



'@AG-does riot collect a portion of the holdback; the'dealer fieverrecéives that portion of the
heldback. This arrangementauows CACtoreduce its risk andinvestent mthe loan; anid 1o
. Poolingof loans:under the Porifolio progran,

57, Underthe Portfolio program; CAC “fools” or dggregates T00'(in.most cases)
loars: GAC takes funds from the repayment of lodns in the pool for which itolleets wiore than
the amouit of its Upfront payrient to the dealer (plus finance charges) o ke up for any .
shortfall when barrowers-default ori-other loans in the pool: For dealers withmore than one
pool, the pools aré cross-collateralized, Collegtions from losns are applied-on a pool:by-pool
basis as follows:

- first, CAC is paid for certain collection Costs;
- second, GAE fs paid 20% of all coliections (net of collection costs),
- iid; CAC is paid the ggregate amount of ts upfrorit payinents forall losnsda
the pool,
- fourth; the dealer holdback, if any, is paid:
38, About$3% olC\csMassauhusettsloausbetween2013and2019“eremde

uinder the Porifolio progrin, dad 1 7% undsf thé Purchase prograti:

3, Epeeted Colléction Rite
39.  For each loan, at the time of origination CAC detérmines the-amount of the foan
‘CAC believes it-will iltimately collect, This ietric; which'CAC refers to a8 the “expeeted
collector ate” (or simply the “score™), s stated as-a percentage of the loan; a scote.of 100 (or

100%), for instance, means CAC expects 1o collect thé entire amount of the loan; a score:of 60



(or 60%) means:CAC expects to',c’oilg;ct 60%of the'loan: ‘The-Tower the expected collection; the
lower the score: ‘

40.  Theexpected collection rate represents CAC’s expectation, at the time it approves
and funds the loan; of the proportior of fli¢ loan that svill 1 timately: b repaid.*

41.. (‘:EAAG*s-cxge,cted eallection rate includes collections frony all sourees, paynient by
the borrower prior o default. auction proceeds-after the borrower defaults and the car is
repossessed and resold; and deficiency collections:

42, The expectéd colléction rate reflééis the performance risk of the Toan.. It is based
6n numerous vaiiables found in the borrower's-¢redit report, togethér with quantitativé data
specific to the.sales tiansaction, Examples .qf‘tljéxapprjnkimate] 20 cedit-iype variables nsed in.
the expected collection rate caleulation are address chariges, évictions, and prior bankruptcies.
-Of thie approximately 50 transaction-specific variables, the mostimportant factors- argthe-
cotitract tetm (a longer térm rcd;_x'cigs‘ the score); the loan to value ratio (“LTV") (2 higher LTV
reduces the score); and the ratio _o.f:!hé:’-b@n‘dw@’.ﬁsmonfth'l'y:vio‘éll payment o the borrower’s
nionthly income (“PTI") (a highet PT1 rediices the score).

43;. |GAC determines thieexpected colléstion rate for éachloan it funds. To eiléulate

“the expedied colleetion faie, GAC compares a panicular loan's borower-and transaction
aitributesto d database offover 20 years af historical collectibng foF loafis with similar attfibutes.
The detériination of ihie expected callection rate {or a-particiilar loan i substanially the same
ander both the Piirchase and Portfolio prograims.. : .

44.‘ CAC does not disclose the éxpected collection rae to the dealer or the bortower..

4 CAC updates the expected collection rate during the duration of the loan.
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45, Since 2013 the expected collection rate-of an dverage CAC loan has decliried. In
2013 the expected collection rate of anaverage CAC loan in'Massachusetts was'75.6%. 12019
it was 66.0%.

Massachusetts Expected Collection Rates
By Origination Year-

Originatiori Yéar ~Weighted Average Score®
12013 75.6%
2014 74:9%
12015, 71.8%.
2016 68.8% :
2017 67.2%
2018 - 66:4%
2019 66.0%

Mean. 70.1%,
46, Therewasa sirilar decline in GAC’s average expécted collection rate
nationwide, from 72.0% in 2013 10 64,0% in.2019.
47:  CAC'siexpected collection rate'dis the primary. driver.6f CAC's funding paynent

for theloan. Based on the forecast of xpected collections, CAC-calculates the paymeit to the

R

dealerai alevel desipned io maximize CAC s ecohomic profivon thie lonn: - CAC expecis io

collest substantially less ihan the total mount of e lod, and CACs payment foF the |oa is

substaintially less than the aniount of CAC?s expucted eolleetion. The payiment-amount is
communicated 1o the dealor throuigh CAPS prior o he sale

48 CAC’s ability to ‘a¢cpi;;ateiy forecast-collections under its-lodns is crit_ic;;li_ 1o
CAC’s business. In its investmentmaterials CAC states that-“CA[C]’s forecasted collection

rates at loan origination for our Portfolio and Purchase Program have beei very accurate,” thit

5 The weiglited average score tises the-loan amounts as weiglits.
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CAC has been “[s]uccessful at predicting future performance of our loans at the time the loans
are originaied,” and “[tJhe historical difference between actual collection results and those
expected at loan origination is small.”®

49,  The accuracy of CAC’s expected collection rate is critical because CAC’s finance
charge income is based on the spread between CAC's loan collections, on the one hand, and its
loan payments to dealers on the other. Under both the Porttolio and Purchase programs, CAC
sets its payment to dealers at a level that permits CAC to earn at least 20% of the expected loan
collection aﬁmunt as profit, ie., CAC collects, at a minimum, the amount of its payment to the
dealer for the loan plus an additional 20% of the loan collections as finance charge
compensation. Under the Portfolio program, CAC further reduces its upfront payment—and
provides itself with an additional financial cushion—by capping the payment for each loan; the
maximum upfront payment under the Portfolio program is JJ} less than -of the expected
collection rate, or [(Jill * expected collection rate) - []i. Under the Purchase program the
expected collection rate is discounted, on average, by approximately 2%, which in furn reduces
the maximum payment to the dealer. Further deductions may be made under either program
based on the performance of the dealer’s prior loans and other factors.

50,  Belween 2013 aﬁd 2019 the expected collection rate of CAC’s average
Méssachusetts loan was 70.1%. CAC’s payment 10 Massachusetts dealers, on average, was
about 44%—43% of an average loan under the ?ortfqlio program, and 47.9% under the Purchase

program.

6 During the ten-year period 2010 through December 31, 2019, on an average countrywide basis, CAC's
collection rate reflecting actual collections varied from CAC's expected collection rate at origination by
0.7% for the Portfolio program, and 2.4% for the Purchase program.
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- Gornparisen of Massachuisetts Expécted Collection Rate to.Dealér Payment:

 PortfolioProgram  Purchase Piogram  Tofal:
1, Expecie Collection Rate 70.3% g3 0%
2:Daalet. Upfrorit Payiment A30% 47:9% 439%
3:Difference (1) -2 27.3% 5% . 262%
51;  For high-isk ioans, CAC’s expected collection rate:is mueli lower; but CAC
- fedugesiis payment to.déalérs 16 keep the spread bétieern the expecied eollection rateand the
dealer payient toughly-constant. CACTs methiodiof sedling thie dealer paynieit to thic expetted:
‘collections=—and reducing déaler payments as the.éxpected collection rate-drops—perniits CAC
.16 earn comparable refurns ort high:risk loans withi low expeeted collection rates and léss risky.

‘loauss witli highier expected collection riites.

& CAC'sProfit on the Loan Transactiori
52, Thi avérage CAC custoimer in Massachusetts befween 2013 afd 2019 puichased:a
used:car-with-a'cost 4o the dealer of about $7.800; ade 4 doww paynient t6 ‘,.tﬁé»:déaie'r, (incliding
rade-in)-of abouit $2:400, and ook out about:a foiir-year loanof about § 17600rpmsemmg
atbout 71300 in principal and $6:300 interest. iTiié borowers total paymignit 6bl Igatlcm bt

o T

.....

53, - When it approved and finded the loan CAC expected 16 collett about $12:4007
(eipected éollection faté at originafion) of the $17600-in paymety Tequiited under ihe érmis'of
the 'avgra_ge,‘CA(;. Massachusetts 1oan. Of fhi’s.'amoun,t,; the Borrower paid, on average dboit

” Throughout, CAC’s exp,écféd and actual collections dre tét of cértain collection expenises.
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810,500, 01 85%; CAC gollected approximately $1,900, or about 15% of collections, fron
‘auictioh proceeds and deﬁclency co]lectlons after default and TEPOssession of the car.® The
fémaining $5,200 (orjisst under 30%) of the $17,600 loan \‘\."Qli!d not be repaid:

54.  Onthe avérage loan,‘CAC made:an initial pavment to.the'déaler ‘Qf«appr'()f;{i matcly
$7:800. about the sante a5 the dealer’s cost for.the vehicle. CAC’s payment (o-the dealér was
‘about 44% of the loan amount.

55, Thebulk of the Spread.bs‘atweeni'chc-;s expected collection ofabout $12,400 and
CAC’s péyment to the dealer of aboiit $7,800-was- GACs profit on the average 16an.? This profit
averaged a little over $3,100; or aij_p‘m 40% of CAC’s upfr‘ontfnajr«m_em to the dealer;:a réturn that
‘was similar under both the. Portfolio and Puurchase programs (see table infra, - 57)."°

56:  :On the average sales transaction; the dealer earngd a profit of abéut $2,600
(inicluding the value of the trade-in); ot about a hiitd of the-cost of the vehicle; the dealer’s profit

is sliglitly.larger than the‘bortowei's down payment;

#These paymments are baséd on the histérical splits betwien borroiver payinents and otlier gollections,

¥ A portion of the différerice between GAC's collections and the CACHs upfront paymem 10 the dealer.is
_used 1o make the holdback payment and ta pay certain costs related 16 the- vehicle setvice conlmut (see

table mfm q 57)

10 CAC's fetiim is based o1 CACs investment in the loan; CAC s collections, including the 20% (inance.

chiarge income, are based on the total [oan amount, which is considerably larger than GAC’s investiment

(upfront-payment to the dealér).

e
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Désler Profit & Return on.Vehicle Cost .

1. Total Down Paymenit 2604
2:CAC Paynient to Deiler 7,752
3. Expected Dealer Holdbagk 906"
4, Veﬁiél’e Cost to-Dealer 7,754
“5: Salless Tax- ~617
6. Custorner Fees Paid 114
7: Dealer Profit ‘ 2,517

:8: Return on'Vehicle.Cost” 33.2%

.....

between CACSehpected colléction rate and’ CAcs paymert {0 the ,dﬂalérs:-'tatlier than-on fthq :

collection rate itself;

1GAC % Retiin bnUpfront Payrient t6the Dealer By Score Iritérval,

LAl Loahs‘a

A AVErage‘Expected Collectlons

5 _verage CAC Dollar Re'turn $2,505
- 6-/CAC % Returivon Upfront Payment,(Lineé 2) 41 8%
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B, CAC'S UNFAIR HIGH-RISK SUBPRIME LOANS
1. The Abysinal Performaice of CAC’s High-Risk Loans

S8, CAG'slodnsare iii"r‘tt;ially?ill Subptife. Buit ifainy CAC boffoiwers=—th6sc with

Tow- expected ‘collection tatés 6r “scores”—have: ‘experiénced iritense formis of finanéial- dxslress

. suchas plevmus ba;ﬂ;mptmes. foreclosures, répassessions; 1udgmenta, or gamlshmcm of wages,
aind afé:athigher than average isk of nonpayiiient of their GAC lodns. ‘While CAC fp‘fcﬁtg from
thiese high-risk low:scoré Massachusetts loans, thig vast majority of the high-risk borrowers
default on their loans,

59.  OF2013:2016 borrowers with CAC scotes lower than 70% (CAC expécts at
origination o collect less than 70 cents of every loan dollar),.59:0% had defaulted as-of

December 31,2019:"" It addition, bistween 2.5% to 3% of flic Joans weie rionzperforming; these
‘are loanis that arc riot-being repaid biit liave not-bien formally charged off, Qverall, about 62%
of the loais Withi scores Tower tharni 70% have défaulted of are ion:performing.?

60 .Of?'i(}ii?i-??;(’) 16 loans with, G'AC'.sqor"e,s lower than 60% (CACetpects at

nonperformmg i@'@fﬂ?é@eﬁib@r 3‘1{; £2~019,,=

Y A “defaulted™ loari is a loan thit CAC cofisiders ¢harged-off; CAC ¢onsiders a I6an charged-ofT when
-the loan is either 90 days past due or an-auction check has posted ta the agcatiot: C‘AC‘ defines.a
“Defaulted Contract” euch Contract that has become 90 days’ dclmquent. bascd on thc date thc, last:
Jpaymen Atlklereon was Anecewed by the Servicer; or has’ had'an auction check pm.led 10 the aecount™ (bee

L nfia; 1],90)

1 December 3’ 1, 2019 i is the cutoff for the lodrni data pmvxded by CAC to flie Office of the Attomney
General. The default rdtes for loans in 901 5.and 2016 dre likely fo ris¢ after December 31,2019..
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61: “There isaclose inverse correlation betiweeri:the level 6f loan defanlts, on the-one
hand, sing CAC's expected collection rate at grigination; on the ikier. Thelower CAC'S:

&xpected.colléction rate at origination, the highier the level of default.

Maisachusetts Défailt & Non-Performing Loan % By Seoré Interual, 20132016 Loan

‘Originatioris

‘Store Interval Default % - Non-Performing % Total%
0<=Score <06, 67.8% 9% 70:7%
0.6 2= Score £0,65 61.4% 63.5%
0.65 <= Score <0.7 52.5% 55.4%
0.7 ¢=560ré <075 45:4% 47:6%

0.75%= Score<0.8 38:0% 39.89
0.8 <="5core <0.85 27.8%
k 085 ¢=Score <1 20.5%

: M ean 43 8% 20% 459%

Scoréx.7- 59.0% 27% 61.7%

62.  Thedefault rates.alotie.do not fully describethe difficulty high-risk low-score
‘Massachhiserts borfowers hiave in fepaying their GAC loans. ‘For 1oans fade between 201 3 dnd
theend0f2015*0ﬂl)’46%ObeHOWE‘rSWlthC‘ACSCOESlDwerthanGO‘Vand‘?l/Qf

' borfoweis witli scotes lower thai 70% wierd curiént for the-eiitife terin af iliglr loans (oras of

Deceitiber 31,:2019; ifilie teri had not ended before thatdate): *The remai ninig fotighly 93:95%:
atborméiiers misséd atleastonepa)memand/m wexedelmquematsome point:uifing the térins
of their fodtis:

63.  Forthehigh-risk low-scoré borroweis; the firiancial difficulties:come éarly in the
terms of the loans. ForMassachusetts borfovers talking ot GAC loans 1 2018, only 7:9% of
borrovers with séores'iéss than 60% and 10.7% of Borowers withi scores lower lhian 70% were

curtent on theif loans between the origination date ini 2018 and Decernber 31,2019, About 92%
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of loans with scofes lower thaii 60% anid 89% of the loans withscores less than 70% either
uiissed payiciits or experfenced delinguericy betweeri theie origination dates: i 2018.and
‘Decémber 31, 2019—during, on.average, the first 18 months of their loans.

2013:2016 2018

% Loans Cufrent ‘%-’Lga ns.Current
Throughout LoanTerm Throughout Loan Terrn.

Seore Interval asiof 12/31/2019

Scores <6 4.6% 7.9%
Scores <7- 7.1% o 107%
64. . One of the principal reasons for the close corrélation betwesn CAC?s expecied
‘collgction rdte.(or scote) and the level of default; delingquenty; and riiissed: Payments is.the
relationsfiip between the expected collection rate-and two:factors known to.predict thie risk of

default: th@}pétymeml io. fi’u;::ome'raiio. :(Pijjij', and theé loan to-val siae:r‘ati’o (LTV) As CACTS.

Score. !htz_arval Number of Loans Average PaymentTo Income

3778
3,716
4;498
‘ 085 . 3482
0 85 <= Score <1 1,552

Medn 25,987 11,5%.
65 Similarly, asthe expected collection rate falls, the average LTV of CAC*s loans

increases..
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Average I.oan to Value (Retai) Bv Score lnterval .
Score Intérval " Numberofloans

0%=Scofe <0:6 3,778 : 113.9%.
0.6:<=Score:<0.65 3,716 109.8%
-0.65.<=Score <07 4,498 ‘ 105.5%
-:0 7<= ‘Score €0.75; 4,838 100.4%
1075 ¢=5core <08 4,163 95.8%
0.8 <=Score <0.85 3,843 89:8%.

\

0:85 <= Score<1 1;552: - 82.9%

Mean: 35,987 101.:4%"

Massachiusetts: Iﬂ’ZQlS‘@d 2014 24% of CAC’ ’S»‘Massa.ch'liss?ﬁ%?’l6@‘15 heid re"xp,e;"ct@d’cdll‘s::@'!icm
‘vhtés:(0r CAC seores) Jower than 7034 and aboiit 4% liad scores lower thaii 60%. By 2019 these

proportions had tisen to-66% and 27% respectively-

‘Scote. Intewal Number of Loans 'A\'/‘era' e;tm W;ﬁc_ilg;avlé .

-0 <= Score <0:6 3778 229.6%
- 0.6 <=Score <0.65 3716 203.3%
10:65 <='5core €07 14,498 '186.4%
0.7 <= Score €0.75 4,838 172.9%
0.75 <= Score <0.8 4,163 o 183.9% -
0.8 <=Score<0.85 3442 1513%
0.85<= Score €1 1,552 142:0%

Niean . 25987 181.5%



‘%.0f Massachusetts Loans By Score Interval & Origination Year
Seore Intérval 2013 2014 2005 016 2017 2018 2019
0<=Score <0.6 3%. 4%  10% 17% 23%  24%  27%
0:6 <= Score <0.65 8% 1% 13% Q8% 18%  18%  20%
0:65 <= Score <0.7 3% 13%  ds%  19%  1o% 0% 20%
0:7 <= Scare <0.75 20%  24%  19%  18%  i7%  18%  17%
0.75.¢2 Score 0.8 20% 2% 18% 4%  13%  12% 1%
0:8-<= Score <0:85 23%  23%  14% 9% 7% 7% 6%
0.85 <= Score <1 8% % 8% 4% 3% 1% 2%

Total" 100%  100% 100% 100% 160% 100%  100%
Score<.7 24%  24%  41%  55%  60% 62%  i66%

67.  'When high-risk low-score bortoivers default, they do so eaily iri their loans—

with CAC scores [ower than 70% mdde, on average,15.2 monthly, payments before default:
defaulting borrowers with scorés lower than 60% iade,-on avérage, 13.1 monthly payments.
before default: -

68, Forbiorrowers: defult is a fianiial disaster, When borioswers default, their cars
are répGsécssed By TAC 3d sold it suiclion (iinléss thé cosl ofteiossession ccaeds Hié ausfion
valie of the car), Thedverage 2013 anid 2014 Massachvisetts borfowet with-a CAC seoré lower
har 60%% whose vehicle was repossessed thade a down payment ncluding tradeir) of dbon
$1:600, and faade loan ‘paymenits of about $3:400,priot to default, 1n exchange for the
bortower's total payments of approximately $5:000, the borrower had the use of the car, on

average, for about & year and a-half:™ During this péetiod standard NADA retail depreciation of

¥ There is typically a short lag between défault and repossession.
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the c.an-av.éraged approxiinafely $1 200 éboutf:-@uquarfte:-r 9frthé b@rﬁéwéﬁs gayméma. :Siﬁ;ila,_r.ly-i
ti)fiiyméﬁiér‘—li?r’iofr to default, ,\vﬁile-s’fta;‘,idatd' 'N‘ADAf,f.étfailadépﬁééi’aiibri.‘fé.»‘ri their éars ave"rfazigéd

-about $1;600, slightly-more than 4 quarfer of the borrowers® payments:

12013-2014 BOI‘!‘OWEI’ Pavments PI’IOI’ TO REDOSSESSIDH
Scoré <.6 Score<:7
1. Total Down Payment 1,600 2,000
2, Loan Payment Prior To Defauli. 3,400 4,200
3. Total Payment [(1) + (2)] 5000, 6,200
‘4. NADA Retail Depreciation 17,2000 1,600
5 Ratio Total Paymient to Depreciation. 42 38

69, Afierxepossession; ihe borrower’s debt femaing, but not thie dsset—tlie average
‘horrover liag a deficiericy balanice (or npaid débt) after repogsession of approximately $9,000.*
"CAC's policy isto continuc to.collect the debtindefinitely (of urlil it is paid).'* And-while CAC
miarkets:its loans to consumers as-an “opportunity 10 improve youir credit scote,” defaulting
bortowers—well over 50% of high-risk low-storé borrowers—end up with substantially Worse
credlt UJdn be fOre,

, v

F0, While default prodiices Slg"l ficant negalw ecOllSequencesfmb Unﬂ\vers,“
Aypically s fow ricgative consequisnces for GAC, | CAT: which-daes ot exiect Borfowers o
Tepay m-e“'lﬂ‘mSm‘hclfﬁﬂhf&l}ﬂndscale j1~. VoINS 16, deah.rs BCEOF dmglv-—-and in the dase
of the Portfolio program, pools loans to furtheér réduce its risk—makes its gxpected collcctions

atid ¢ams its expected returi.

15 Com puted as the: average loan amount 18ss the sim of borrower ipayments pnor to default plas:
Fépassession reGoveries.
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2, CAC Recklessly Disregards the Risk of Default o High-Risk Loaris

71, GACapproves all logh applications submittéd through CAPS, Fot every loan
‘applicafit, CAPS atomatically presents fnasicing packages for cach car in the dealet’s
tiventory. The finanging packagés inclide CAC™s paymisi to the dealer, and show exactly
‘hov muich piofit the dealeris expeeted to-make o each ear sile.

72, Onits website CAC matketsiis loafis to constiifiers &8 providing “approval for
everyone ...

“We believe everyoie desérves a sécond chance; which is why we enable dealets

erirolled wili Credit Adceplanice 1o approve everyorie, inehidig customers with any. of

the following:

o Bad credit history

~e. No credit history

‘Fiked income

e

» Uneniployment income

» Multiple-open auto loans

Multiplé répossessions.
~» Selfemployed income.
o ‘Tempotary income
~»  Bankruptey Chapter 7
» Bankfuptcy Chapter 13 (with court/frustee approvat).”
(A screen shiot is attachied t the ACo.kli‘sﬁl“zﬁnt-‘a‘ﬁ-'Exliibit 1)
7. Thewebsitcalso containsa testimonial froma consumer who states; “Credit

Acceptancc is'a company that helps €veryone régardless of ‘t,hefir-‘credit history.”™



¢

i CAC Tgnores fhe Risk of Défault When: dt Approves and. Funds Xts ngh-
Rtsk Massachusetts Loans

74.  Betiween 2013 ot earlier and the present, CAC did not consider or determine the
‘likelihood thai the borrower would default on: thedoan when it appioved and finded its loans in
Miassachusetts; ‘CAC did not and docs hot caleulte the risk of default or evaluaie the borrosvet's
finaricial situation 10 detérmine the .I_'i_kelgih:écd of default Whien deciding ta niake aoan: |

75 WluleCAC has acknowledged thial its expected ‘collection rate=—which migasures:
thie:portion of the loan thiat:will ltinately be repaid—reflects the riskiniess of the loan; CAG
‘doesmot se ihe expected collection rate 0 deterrainis Whethek to approve of fund the Joan. Nor
is the éxpécted collection rate used to determine the terms under which a consuer is approved
.ortoset financing tefris, Nor s it sed o establish the interest fate of the 16an,

76. 'Tihe:il,ikejﬂii_mdd ,Ofdéfault is h:c?tf;"m»input ‘intg or an output from CAC's ;c-.éilect‘i‘dn.
:;c:ibiléc.tiimirrarei; '?Iﬁsiea:c!: CAC’s ?@e.ctéd@n‘iiécti;dy :Iaifé"'ﬂléasg‘lrﬁ.éfthéra_ﬁiQ!ljjt-'Q}'tlagalpaﬁ,éAC‘
-expectstocollect yt'iié.ifzé{uéz' not the borrower defaults, and‘iticludes mohies the borrower i
expected to pay prior 16.defauli; as well g8 monies CAC-expects to collect after défault,

77.  Theexpecied.colietion date of aloan’is an average:of the expécied.¢olleétions for
odns wiibdhe sie score. An éxpecied collection rate o 70%, fofinstance. means CAC eXpects
uib;éd]lg;gﬁ?f()% of 1i1e‘<19a11_ amouil; dnavernges from sk loans withhis score, vdoes fot niatier
10 CAC (and CAC does ot aitempt £ .déten.ﬁiﬁé?) whethiér this xe.s’ulﬁt: i§-achieved with 100%.of

,,,,,

70%; eac_h«_pfovi"chfCAiC'- Wi_th the same loan ;cone“ct'iqn amounts, and each produces the same -



return for-CAC., A score of 70% r'éﬂects:glié expected collectionof 70%of the loans regardless
of borirower defalts,

78.  ‘Whenitapproved and funded high-tisk [oans 0 Massachiisétts borrowers
‘bétween 2013 and ealier and the present, CAC did fiot determie or take-int6 account the
likelihood that tlie borrower would default on thedoan, CAC did'not consider the default rate,
prospectivély or rétfospectively, wheit it décided to dpprove or fund its loaiis,

79  Asaresult, betweeri2013 or earlier and the present; thire was no level of
.expecied defaltat which.CAC did fiot appirove or find a high-tisk loan. N p}»was.ﬂleré any
‘level of expected default-at which CAC lowf.‘re'd thé intérest rate ’o‘f the loan, offered 'on]'y' to

‘who weré-unlikely to répay their loans:

80.  Aloan inade in complete disregard of the fisk of default is an unfait loan.

A CAC Did Not: Reasonably Belteve at OF lgmm‘mn That Massachiis etts
Borrowers Would Repay flieir.. ngh-Rlsk Loaiis

8L Unlikea traditional bank, whieh; when it makesq loan, teasonably believes the:
Toan Wilkibe fépaid, CAC miakes nio détermination-and hias iio belief at. ofigiriation bt e
orrower wil tepay:thié loan, Betiween 2013 arid 2019 o CAC loan in Massachiuseuts ad an
- ekpedted callection raté at origingtion of 100%whiich Chypothietically) répissents the |
expectation, at .o'ri_‘gina’ﬁoxj, that the entire aniount of the loan will be repdid. No Massachusetis

loan had ari éxpectéd collection raie 4t origination of over 90%.7

17 The amount of the loan is the principal plus interest that accrues over lhe tetm of the loan.
Some l0dns are paid in full before ilic end 6Fthe loan ferm (or pr»—pald), these borrowers 1 pay less inierest,.
~and thus pay | less than-100% of the amounls.of their- loanq Onaverage, borrowers whe pay- theirCAC
loans in full pay about 91% of their loans.
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82, - 'Theaverage CAC Massachusetts Toanbetween 2013 and 2019 had an expected
. c'm’lgjct'i,c»ﬁ*ié;t@;-basgd on CACscalculauon atongmauon 95’7,@.}"1 %%: e(Al‘:‘outz*tialf:ihsa :fls‘z“ans‘j'msi

;:_f@-géveﬁgg; aiﬂ‘d, gieﬁciépcy-qcﬂle:ctims aﬁerde faul_p;’,:tht:; ‘Bgﬁt;w_jcft -i'w'fiifii be able:ta repay - |
- approximately 59.6 cents of every dollar of the average 1oan before defaulting, with the
-temaining collection of 10.5 cents:of évery loan dollarcoming froim repossession proceeds and
deficieticy collections after default.'s
H 83.  “Because CAC doesnot-expéctthe borrowerto repay the loan and, instead; expects
o collect 70:1 cerits of evety loan-dallaron average; CAC pays the dealer abéut 44 cents for-
’ evety loandollgr As aresiilt, CAC still earfis its 40% retum.'*

84,  The fact that CAC; at ‘oﬁ_ginfatibﬁ,iddes...no't reasoniably beligve the borrowet will
be able 1o repay-thé Toan is ot ah oversiglit; it i 4 basi¢ feature 6f CAC’s ‘busifiess model and
profit sirétire, Unlike a raditional fender; GACs businéssmodel is based on niaking Toans to -
borrawers==inicluding high-risk boriowers with low CAC scofes—=who dre ot likely-toirépay
Whisic Joaiis, aid CAC's profit model iivolves fiaking monéy:on lodns thatare-not repaid; By
educing ils paymentito dealers commensuriite with the expected likelitiopd of loan fepaymieiity
‘CAC ensures that itsreturn, on:a_\(‘g‘rgage.i,ziém'ﬁiﬁs the §ameé, no.matlér how much—or how litile—

of the loans it expectsito-collect.

» The borrower and post-default paymeiits.in this paragraph arid in paragraphs | 85 and 86, are baséd on
the historical splits between borrower paymients and post-default.collections mcludcd in CAC*s-collection
rate;.

9 The 44% payment 15 CAC’s upfront: payment to the dealer the 40% retum takes into account: any.
subsequent “holdback” payment CAC makes fo the dealer once these fuitids are collected

*
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85.  For-Massachusetts high-risk loans with CAC scores lower than 60%, GAC's.
expectation at origination between 2013 and thie.end 0f 2019 was that it would collect, on
z;v_'eragé-, 55:4 cents.of every loan dollar. OFfthis ainount; the avérage boitower would piiy about
438 cents.of every loan dollar beforé default, with the remaining collection of 11:6 cents coming
from repossession proceeds and deficiency collections after.default, CAC expected that thesé-
hi glieﬁsl_{ low-score b‘pf‘rd\Vérsg on average, were unable to rgpan.évt:n.nﬁﬁIf of their loans:beforg
defaulting.

86.  For loans with CAC scores less than 70%, CAC expected to collect abouit 62.4
cents of evéry loan dollar, on average, with the borrower fepay’ing about 51.2 cénts before
default and the remaining 11.2 cents coming from repossession proceeclé and deficieney
collections after default.

87, Forboth groups of loans, CAC’s expectation i origination was that the average
high-risk borrower was unable to repay even the principal antoimi of the loan (with no interest),

88. ‘A loan the lender does not reasonably believe the borrower is able to repay-is an

unfair loan.

3. CAC Knew or Should Hive Kbowa at Origination That Borrowers Were
Unlikely to Be Able to Repay Their High:Risk Subprime Loaos

9. When CAC approved-and funded loans o high-risk low-score Massachusets
‘borrowers between 2013 or earlier.and the present, CAC knew or shiould have known that the
vast majofity. of high-risk loans were iinlikely 16 be repaid.. CAC kiew 6r should have knowi
that well over half of high-risk borrowers were unable to repay their loans—that high-risk low-

score borrowers were more likely than not to default on their loans:
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90.  The performanice 6f CAC’s high-risk low-score loans has varied little ovér time.

For high-rigk loains with CAG scofés lower thaii 70% (CAC ckpests-at ofigination to eoiléctfess
“thai 70 cents:of evéry loan dollar); ihie default tate for loans originated between 2013 anid the end:
of 2016-averaged 59% (as of the enid 6 2019); with the highést anival value-5% higlier than
average (59.5%) and tlié lower annval value 1.3% lowet (57.7%). Forhighi-risk loans withi CAC
scotes lower than 60% (CAC expectsat o,iig*ui:ati,@n 6 collgét less than 60 cents of evéry loan
dollar), the:average default rate férf"lbjiaiis:i;irigi.l;l,%_t_é:dsb,e‘twééif:2"0%1;3;5‘.116 tié €d £ 2016 Was
67.8%, with the Highest valte 1.2% highier than average (69%) and the loivest valué 3% Tower

(64:8%).

Massachusetts High-Risk Borrower Default % By
QOrigination Year:
Year.  -Score<.6 Scoreg.7-
2013 64.8%  584%
2014 69.0% 57.7%
2015 67.0%. 59.4%
2016 68.5%" 59.5%

Weigfited Average 67.8%  59.0%

9. While CAC biag saidit dogs fiot s of calculate default rates, in doctiints:
provided (o fvestors CAC definies  “Defaulted Contract™ s “each Contiact that s becorie 90
-days delinquent; based on zh'é»da’i.t;é:ﬂiﬁ@:-l.zi:s’“t}péyméﬁtuft.h'é»febi_mé'_éf received ‘:;,_}-fm_e ‘Sﬁrvicé_r:;, ot has
‘had anauetion clieck posted to the aécotint™ CAC has told investors that its loans “eniail &
‘highiet fisk-of delinquency, defaidt, and répossession and higher 1osses than loaris aderto-
-conisuithers witls better credit,” (Emphasis added; :-SeeEXhihi't‘ﬁfftQ'tﬁc'Comp.lﬁa’imf)‘v"CAQ,&%QLI,@"CI.S-' |
and sérvices its own loans; and as & part.of its collection and servicing activities maintaing data

on the paymerit and nonpayment of thie loanis and is aware of the default statiis of each ofits,



loans. Between 2013 or earlier and ihe present CAC kaew which loans defaulted, how many of

“the loans defaulted; andithe Scorés of the loans that defadilted, While CAC did:not consider ot

determing thedikels

iood of defaultfii deciding 16 approve and fund its loans; when itmade the

loans (i) CAC kiiew, based oii its-owii paymient data, that thie vast majority of its high-risk low-
scote loans defaulted; (i) CAC knew thit the level of defaits was consistent over time, Wit
little year-o-yeat variation; and (iiiy CAC know that the nonpayrent-of 1oans was closely related
to the CAC score (expécted collection rate). ‘CAC was.aware of the “risk.., of default” ofits.
16ans.

92, Whii itappioved and ﬁmdé,‘c,lif;s*l,éaﬁstd Massachuseits boriowers betweeii 2013
-or earlier and the present, CAC had the data, the eapability, and the opportiniity o detenmine the
likelihood of defiult foreach ofjts Massachusetts loans—and to degline to fiind loans io,
‘borrowers who-were likely fo defaultor alter 1oan terms to reduice the-likelihood of default. ‘CAC
.chose not to.do so,

93:  .CAC also explicitly tracks loan “charge-offs”; a charged-offloan, according to

CAC’s definition, isa Ioan thatis eithier-unpaid for 90 days or:that has had an auction chick

irwially identical 16 CAC*s defidition ofadefaulied 1oani: TAC

iposted 1o its accounty e,
xalulates charge-offrates in the coursc afits busiriess; it does fiot use chiarge-off ratésior the
Hikelihood f'qf«_;sﬁ@rge:@{f;ﬁwh—,ep it decides Lo-approve or fund aleoans

04, Betweea 2013 or earlier.and hé present; CAC kiew-or-shauld have kriown. that its
calulated loan score (expected collection raté) was closely relaied to the expected defailt rate of
the loans. CAC knew. or shotild have knowr fhat ihe score is failiematically equivalent to:

Score = D{(A+B)+{1~D)(C),
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- where “D” i the percentage of loans that-défault and (1 —) the percentage:of loans thiat do

riot defaiil

teprescifs repossession and other post-defanlt recoveries, and “Crepresents the payments by
borrgwers who repay.their loans.in full. 2
95, For high-riskloans otiginated between 2013 and thé ¢iid 6F 2015 with CAC

scores lower thai 70%; the average values of Ay B:and Giwere abiout 32, .18, and :91
respectively, giving an expectéd défaull percentagé émbedded in CAT's score
than 70% (as of Decemiber 31,2019) was 59:0%.

96.  Forliigh-risk loansoriginated between 2013 and the end of 2015 'with CAC
scorés lower than 60%, the average valijes of A, Band C wereabout 29,17, @udf:?-i
respéctivily, giving an expected defuult peicentags efbiedded in CAC's score (expected:
‘eollection raie) of about 68%. The actual default rate for 2013-2016 loans with CAC Scores
lower than 0% (a5 6f Deceriber 31, 2019) was 67.8%

97: Wihien CAC dpproved:anid funded its high-tisk low:score loans to Massachusetts
borrosvets Wit scores essithan 70% bictween 2013 er carliceand the present; CAC knewar.
stiouild fiabe kriowi thiay 4 substantial iaiority-of iliése Toans ieré unable (o't fepaid, CAC
new.or-should have known. that njogi of its high-risk low-séore loans would defaiili, ‘CAT had
‘boil tie feans and the opporturiity to-determine the likelihood of defanlt of each of its high-isk

‘loans—gnd priorto approving and funding the loan to decling finding, fo alier the loafitermus,

A, B; and C represerit percentagés of totdl expecied collections in loar dollars; D fepresents thie
percentage 6f loan dollats:

AThese vahies and the values in § 96, are based on closed loans,
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decredse the loan siz¢, or change the loan approval and funding process in order to teduce or
miigate the fislc of défault for these high tisk borfowers. But CAC did nione of these-thigs.
98 CAC knew or shold have known that Massachuserts borowers with CAC scores
lower than 70% were unlikely to repay their loans. CACknew or should have known that these
high-risk borrowers wete sore likely thar not to.défault on their oans,
99, Loans the lender knew or should have kriown at ofigination arc unlikely to be

tepaid are unfair loans.

C. CAC’S UNFAIR DEBT COLLECTION PRACTICES-

100: CACis acreditor aid collects. debts in Massachiisetts. 'When CAC’s
Massachusetts borrowers miss loan payments on their CAC loatis, CAC’s collectioi einployees
payment due date.

101, Betveen 2012 and wid 201, it was CAC's sed policy to call-or attempt to.call
-any-individual delingiiéiit botrowey asmiany as 8 times perday. Massachusétts law periiits fio

103, Froi 2012 through miid:2018, CAC madeaboiut 2 miillion eollection eals io
-abaut 9,000 delinquerit borrowers in Massachusetis; or about 200 collection calls to each
borrower, on average, for the purpose of collgeting debts, OFthe 2 millioncalls; about 1.7
‘aillion, orabout 170 per borrowet, exceeded the two Calls per 7 day petiod limit required by
Massachusetts debt colléction regulations. Borrowers recéived calis, on average, for 74 days,

with each (fiot nécessaiily cousecutive) day having, on average, between 2 and 3 unlawful calls,
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Estimated Total Call Violatiods
Déscription ‘Amount -
1 Niimber of Calls 1,772,145
2Numberof Delinguent Accountswith Calls £,843
3Barliest Date of Call in Data | 71472014
- 4Latest.date of Call'in Data ' 6/30/2018
sNimber of Eligible Calls™ | 675,140
6Numbet of Accounts in (2) w Eligible Calls. 8,700
7Number of Violations < 1,533,767
8Number of Accounts in (2) w: Violations 8,202
9 Average Violatioris Per Account [(7)/(2)] | | 173
10 Average aumber of Days a Delingiicat Account Recéives Calls: 74
11 Nimbet of Violations Per Account Per.Day [(9)/(10)], 235
12 Pe‘:‘g‘gﬁtﬁbf Calls fhiat-were Violations [(7) 7 (1)] | . 86:5%

13 Estimated Additional Calls 1/1/2012 te 7/1/2014 227,848
14 Estiniated Additional Violatiotis [(12) x.(13)] 197,200
15Total Estimated Violations [(7) +(14)] 1,730,967

103, Multiple cills each day was-the fioim for CAC*s collection systent, About:90%
ofihe time CAC called Borrowers at least twice:s day. CAC made 5 of more eallsin.aday (9

borrowersalmost 30%:of the time:
Calls per day per borrower: %of Eligible Calls
2.0r More 89%
'3.0F TOTE - 70%
4 or-more 42%

5 ot more 2%




104, CAC was aware tliat consumers fouid the collection-attempts to be oppressive
and harassmg One consumer. complaified to CAC, “I am constantly harassed on a r‘égql'_arf basis
by this company® and was left “a barrage of oniinous voicemails ....where nabody said a word.”
Another.stated, “1 keep getting colléetioncalls ... 1.am harassed day-and fhight. ... Lhave to call
(hem 1-2 times [] week begging for the calls to-stop.” (See Exliibit 3 to the Corplainty

| 105, About 10% of thie biorioweis called by CAC teceived over 500 unlawful calls,
‘with a niaximum nuinber of 3,187 violations.
106. CAC’s repedted violations of Massachusetis collection call regulations were

unfdir or-deceptive acts.or practices.

D. CAC’S UNFAIR PRE-SALE AND POST-SALE NOTICES OF DEFICIENCY -
107.  CAC tepossesses vehicles fiom consumers who default onitheir CAC ca:loans,
Whin a deficiency remains afier the repossession and auiction of the véhicle, CAC collects this
deficiency from borrowers, |
108:  Between'2013 or earlicr and 2018, CAC (prp\;id_é:@l-,consum.qrs whose cars were
Tepossessed ivithpre-sale notices entitled; “NOTICES OF OURPLAN TQSELL,
PROPERTY[|" These dotices fead, in part:

““We have your vehicle desciibed above begatise you hioke prouiises in our agreement,
We will sell the vehicle at privatc sale sometime after [DATE OMITTED). A sale could

include a leasé or license.

The mioney that we get from the sale (after paying our permitted costs) will reduce the
-amount you owe. Ifwe get less' money than you owe, you may still owe s some Q.r-'cﬂ_l
df the difference. If we get more money than you owe; you will. get th¢ extra money,
unless we must pay it to someone else:
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You can gét the property back af any time béfore we sell it by payinig us the fill amiount
you owe (ot just the past:diné payments), includirig our permitted-expenses. To learn

thie exact amount you must pay, call us.at (800) 716-7376.

1f. yoii want us to-éxplain 1o you in writing how we have figured the-@motint that you
i@ﬁfgziis;- you may-call us at (800y 71 6-7376.or wiite us.at v'Ci‘édit»Agcelitaﬁqc' |
«Cé}‘ﬁbraiioﬁ,."éS_Sin"Wcst Twelve Mile Road.-Attention Redemption Department;
Southfield, Michigan 48034 and requést'a written explanation,”

109..  The CAC pressale notices describe the deficicncy as the difference between the
-ariiount owed by the borrower and “[t]he rhoriey that we get fromn thi¢ sale (after paying our
periitted ¢osts)...;" CAC's pre-salenotices did ot describe the-deficiéncy amount as-based on
the “fair ingrket value” of the repossessed vehicle in.these notices;

110:  When CAC sold the vehicles it fe‘ﬁgSsched., CAC provided post-sale notices 16
the consumers; These noticés read, in part:

“NOTICE OF DISPOSITION OF REPOSSESSED VEHICLE, Credit Acceptance

Corporation disposed of the above-referenced vehicle on [DATE- OMITTED] at thie

following:locationi: [ADDRESS OMITFED]:

NOTICE OF DEFICIENCY Afierapplying the proceeds:from the disposition of the

fepossissed véhicle to your payment obligatien. u deficicndy 1 the dmount of

bl_l MOLWT@MITTED] ‘remaing. Unless applicable Taw provides that you are notsdigble:

Toritie deficiéncy amount, you dre obligdted fo pay the deficiency aifiount.to €rédit

Acgeptance Gorporation. Please call the toll-frec minber above to make appropriate

arrangements.

EXPLANATION OF DEFICIENCY. The amount of the deficiency was ¢alculated as.

follows:
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1. As of [DATE OMITTED), the total amount of your obligation was S[AMOUNT

OMITTED].

2,"The-amonnt of praceedsreceived from fie disposition of thie vehicle was $AMOUNT

OMITTED}:

3, The total amouiit of your obli gation afier deducting the ariiount of proceeds received:

from the disposition of thie vehicle is $[4 MOUNTOMITTED].

4. The total amiount of expenses incurred in rétaking,pcis’sessionr..'lio‘ijé'lihg»,,‘Qnepéxing‘ for

-digposition; processing; and disposing of the vehicle is $[AMOUNT' OMITTED].
5, The total amount o€ credits 1o your-account, whieh includes any payments received
* siince the date inTtem 1 above and other-credits to-which you are known 1o be enti tled,
including rebates of interest.(of credit service charges) or ancillary produict premiums

(such.as a service contract orGAP) is $[AMOUNT OMITTED].

6. The arourit of the deficieney is ${AMOUNT OMITTED]."

111, Between 2013 or arlier and 2018, in its post-salé notices, CAC explained the
‘deficiency as the difference between the amount owed by the borrower and “the-amount ofithe
procesds received frofn lié disposition of the vehicle” The post-sale notices did fiot déseribe of
explain the deficiency caleulation as based on the fair market value of the vehicle.

112, Undéx Viassachusetts lawy pre-salé and post-sdle.deficienicy otices 1o consuithers
‘who default on their caF loansand wiiose cars tre fepossessed aitd sold by thie lender, njust state
that the deficiency-(ifany) is exlarilaied based o thiefair market value of thewehiicle: ‘When the-
lender calculates the deficienoy, the lender must se the fair market valiie of the vehicle in the
calculation.

113.  When a deficiency remains after the repossession and auction of the véhicle. CAC
‘colletts this deficiency from boftowers. Between2013 of ealier aiid 2018, when CAC collected

the deficiency amounts from borfowets, it did not cal¢culate the deficiency amounts based on thie
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fair market valde 6fthe repossessed vehicles: ‘CACdid notincludeca deseription of the
calgiilation of the ;&éﬁ’é‘_iénéy amouiit-based oni the faif market value of the repossessed vehicles
 +iri {6 pre-salé notices arid a detailed explanationof the saiie caleulation ifits post-sale notices.
GAGs defigiency notices and colledtions injured borowers, f
Hid: Between 2013 or caflier and 2018, GAC calcilatéd the deficiency amourit; and
explained the calculation, a5 the differerice between the amount of the Pfééééﬁis recéived from
- the disposition of the r,_c::ip'os.séssedfv,éﬁi.éli: and the total amount of'a consumer’s obligation under
the defaulted car loan: |
115;  €AC’s pre-sale and post-sale-deficiericy notices were ifiviblation of

Massachusetts law and were unfait (o Conisumers,

E: UNFAIR OR DECEPT]VE ACTS OR PRACTICES IN CQNNECTION
WITH MARKUPS BASED ON CUSTOMERS’ ‘CREDIT

, 116 The price markups 60 cars sold 1 CAC‘bbi’i’oWers w1th low- CAC scofes are
substantially higher than the markiips-on cars:sold to:borrowers with higher scores.. The

-..mafkups ;;wiii'a‘i- fangeifrom;abom »3"‘7"‘/6‘10168%,Oh,a'\'éfag€ c‘:‘bﬁéi‘sienﬂy;‘i‘x‘u':r‘éase:fa“sﬁféACié

"ﬂwse ineréasedmarkufis-=and the iferedse inithe prices of low-score ’.i?u.tt@?lsit?téf? et
‘based onihe poor credit-of the borfowers:



Massachusétts Loans by Score Interval: Vehiicle Price to Vehicle Cost

| . Avg Vehicle  Price to Gost
Scorgiintérval  Numbeérofloans’ AvzVehicle Selling Pricé Cost Ratio
(1) ) 3) (4)

0<=5core <06 3,778 - 10,957 6,533 168
0.6 <= Scare <0.65. 3,716 11,679 . 7,480 1.56
0:65 <= Score <0:7 - 4,498 11,990 8,148 1.47
0.7 <= Score <0.75 4,838 11,925 8,337 143
0:75 <= Score <0.8 4,163 11,539 8,152 142
0,8 <=Score20.85 3,482 10,920 7,789 1.40

0.85 <= Store <1 1,552 10,013 7284 1,37

All Loans 25,987 11,451 \ 7,754 1:48

117, The increased markups for lof-séore borrowers are also plainly visible-when the
‘retail prices are-compared to external indices; such as-the Black Book 'pricesa The markups are
corisistently higher for low-score borrowérs; on average, the lawest-score borrowers réceive.the
highést markup, and the markups decrease in strict liniear fashjon, so that thé highest-score

borfowersteceive the lowest markups,

Massachusetts Loaris by Score lntervjalz' Vehicle Price to Black Book-Retail Value:

N - Numibef.of - Avé Vehicle Black Book
Séorelfiterval  -Loans. -Sélling;Pice RetgilValue  Priceto Black Book. Reta:! Ratio

1) @y @) o )

3,778 10,957 10,123 ’ 108
3,716 11,679 aL222 104
4,398 11,990 11,875 1:04:
.72 4838 11,925 12,205 '0.98
075 <=Score <o 8 4,163 11,539 12,165 0.95
0.8 2='Score <0.85. 3,442 16,920 11,907 0.92.

0.85<=Score <1 1,552, 10,013 11,345 0:88

All Loans 25,987 11,451 11,607 0.99
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118.  Dealers increase their markups of the prices of low-score borrowers” cars in order
to compensate for the reduction in CAC payments to dealers for the loans of Jow-score
borrowers, When it funds a loan, CAC’s policy is to deliberately and systematically reduce its
payment to dealers (the full payment under the Purchase program and the upfront payment under
-lhe Portfolio program) as CAC’s score drops; on average, CAC’s payment to the dealer as a
pcréem of the selling price is-lowcf for loans with CAC scores less than 60% than for scores
preater than 80%. The CAC payment percentage decreases for low-score borrowers, and is
lowest for the lowest-score borrowers, while the markup increases as the score drops and is
highest for the lowest-score borrowers:

Massachusetts Loans by Score Interval: CAC Upfront Dealer Payment to Vehicle Price

Avg CAC Upfront CAC Payment to

Score interval Number of Loans Dealer Payment Avg Vehicle Selling Price Price Ratio
(1) {2) 13) (4)

0 <= Score <0.6 . 3,778 10,957
0.6 <= Score <0.65 3,716 11,679
0.65 <= Scaore <0.7 4,498 11,980
0.7 <= Score <0.75 4,838 11,925
0.75 <= Score <0.8 4,163 11,539
0.8 <= Scgre <0.85 . 3,442 10,820
0.85 <= Score <1 1,552 10,013
All Loans 25,987 11,451

119, The differential markups based on the borrowers® credil scores counteract and in
some cases eliminate the CAC payment reduction for loans of low-score borrowers. The effect
of the increased retail car prices for low-score borrowers is to level out the spread between the

dealer’s cost and the dealer’s compensation for low-score and high-score loans.



Massachusetts Loans by Score Interval: CAC Upfront Dealer Payment to Vehicle Cost

Avp CAC Upfront CAC Payment
Score Interval Number of Loans Dealer Payment Avg Vehicle Cost to Cost Ratio
(1 {2) (3) (4)

0 <=5core <0.6 3,778 6,533
0.6 <= Score <0.65 3,716 7,480
0.65 <= Score <0.7 " 4,498 8,148
0.7 <=Score <0.75 4,338 8,337
0.75 <=Score <0.8 . 4,163 8,152
0.8 <= Score <0.85 3,442 7,789
0.85 <= Score <1 1,552 7,284
All Loans 25,987 7,754

120, The dilferential markups substantially increase CAC payments for low-score
loans, while reducing the variance of CAC’s payments to dealers z;cross expected collection
rates. Regression analysis of these relationships shows just how signilicant they are. Regressing
the selling price to vehicle costs against CAC scores yields an R squared value of 9194, which
shows a very high correlation between the markups and the borrowers’ scores. Regressing the
vehicle selling price to Black Book retail values against CAC scares produces an R squured
value of 97%. showing a nearly perfeet linear relationship between the markups and the scores.
The T-Statistic for these vegressions shows thut there is essentially a 100% prolability that the
score and markup are inversely relared.

121, The increased markup of vehicles based on the borrowers’ low CAC scores is a
hidden finance charge. The amount of this finance charge is the amount of the markup
attributable to the borrower’s score, together with the increased interest resulting from this
markup. ‘This finance charge was not disclosed to CAC borrowers with low scorcg, who

received inaccurate and understated disclosures of the [inance charges of their loans.

38



122. o addition, thie findnce charge attribtable to the excess markips muist be
| mcludedmthecalculatmﬁ ofthebOrrowersmIBR-Stf’lte Becatise vxrmallyallofCACsloans
dre madé at of very. éio:v;e to i'théf:i.l;% ‘Mass:‘ééhugeﬁs‘. ustiry €éiling; «pirc‘spér‘-i"y;i”nélﬁd'inga«il{e’ ‘ﬁiﬁgﬁ‘nt
'bon‘qwq.rs- iinterést vr.atjq,s:results: ina reqaqul;;,tegtgr-‘a;tual‘ mteﬁrest: rate hx\ghélﬁ.than le"/@fqg- .
virtually all CAC borrowets whose cars were farked up a5 a tesult of their crédit scores.

123, . The failure 0 disclose Hidden: finance-chiargesin CAC loans is'an tinifaitor
deceptive:dct or practice: Aloan wilh anactudl interest rate Fave glg;%&iigggtggihg

Massachusetts usury cap and is unfair.

F UNI‘AIR OR DECEPTIVE ACTS OR PRACTICDS IN CONNECTION \VITH THE
SALE,'OF VEHICLE SERVICE CONTRACTS -

1. The Vehicle Sexvice Contract Primarily Benefits. CAC
124, Avehicle serviee contract(“VSC*) is a promise to'pay for the repair.or

rft‘éplaééﬁieﬁ“tﬁf: '(:éi:tz’iiiifééiﬁipéhe’ﬁfté‘;'(‘Sfﬂl’&‘l\'iéhiﬁéfé:-il'i,{t-lfé evént of dmechanical failure, CAC

J(or tlurd-party pmv:ders, ~TPP5") and’ thc dca]z,r-: lhen sell e V SCsio C‘AC § bormwers T he
?.pamcs ioihe V SCs arg; the TPPs (Fu St Automouve Servme C’orpomhou whnch 154 :ubedlary nf '
i;eS;QU[hWES}QR@{’iSW&E”;);; and “\V}fmi*?',S:j‘EX!Q!jﬂéd..(3?'@2 T[!l@i)‘ mdtheCAC Borrowers,

125’( The VSCs are. parcﬁagea‘vbyz C’A'e%é*xﬁ'arraxiférsﬂxwi‘léﬁ they By their cars; and the

the purchase of VSCs offered by :QAQ-
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126: ‘When'borrowers repair their cars, they submit claitvis (similar to insurance-
claims™) to the TPP. The TPP'determiings whethe the claini is covered undér the terms of the
VSE: CAC ultimately pays sonie-of thie VSC elditns itself; a wholly owned sibsidiary of CAC;
VSC:Re Company, ieitisiires thic' VSC clainis, and thus colieéts the entirg amousit paid by the
borrawet for the VSC, less certain adnitnistrative costs and fees. CAC participates in profit-
sharinig for the remainder of the clainis.

127 The'VSC covers only repairs of specific parts direétly referred o in‘the contract
itself, Atypieal CAC VSC contains the following coverage. provision:

“Subject to the terms and: ccmdmons of ihis Contract; We wﬂl pay, of: reunburse You,

fof the rcasonable costs to tepair or répldce iy of all of the iollowme listed Covered:

'Parts (for 1he cov crage specified below that You have‘purt,hased) that fail as the-result of

i Cm. ered Bréakdown, ubjectto hge exclnsnons hstc_ inthe ! I:YCLUSIO\IS—

“WHAT TH [ ' ' or-¢onvenignce,

;1he Covered Parts: aré listed' next.1o the Velncle svslemq lo wlnch they relate: Thé.
' ‘}’ehlcleh svstems hsted are not Covéred Parts.

I X 'Engme Engme Block and Cylinder Heads.aré covered when damaged duetoa
Tiallure of an mtumally Lubrlcated Part: All internal Liibricated Paits, harinonic

, 1t ,;supcrcharger timing gear; chain and bol; head gaskel tmune
1mmg belt initake and exhaust manifelds, valve'covers, oil’ ‘pan. and engine
mounts

;l
umversal _)omts and consrant velocnv Joml tinless! faﬂure was caused by nLn lcctf.d A6,
cmcked or perforaled ‘conistant \felouly Jointboot. See: c\clusxou for constanit fveloulw

74 Transfer Case - Transfer cas¢ and all intémal Lubricated Parts.

Stcermg Steenng gear box, or rack, and. all iriternal Lubyicated Parts, power
-steermg punip, steéring colimn’ shaft, and stecrmg ¢oluinn shaft couplmgs, pitirian arm,
idler:arm, tic rod end(s), and drag link,

6 Elcetrical — Alternator, voltaae rezulator Starter motor & drive, and starter solenmd
Igmtlon inodule and windshield wiper motor( 's).

3 Urilike insurarice, however, VSCs arte not reguldted.
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7. Air _Condmoner Condeniser, compreSsor cotmpressor cluteh & pulley, 1dler,pulley &
Aldlcr 'pullev bcarmg, evdporato " ¢ wer g fyer and ouf‘ 3 Iube.-,=and“blower motor (o,nlv

9 Coolmg Walerlpump, engme coolmg fanmolor radlaior radiator fan, and farn
clutoh

1( [‘ucl Tud dehvery pump mcl 1nJcctors and t‘ucl tank

@aug r’l‘ﬂi‘.éalérsfr‘el.a‘_t.ir_i'gf"' ‘
COVefed) bOdy control modulc,

,prowdz_d that the Vehlcle had lOO 000 mxles ot lcss On’ the Vehlcle Sale Date

Mmor loss of fluid ot seepage is: cons1dered normal 'and not con51dered a Covered

Breakdown.”24

gf],vzzﬁé. A typxcal Cl\C Vi SC c.onlaum the followmt, 1. exElusions:

7 A Breakdown caused by contammanon of oF lack of p proper fuels, ﬂmds, cool'mts or
(lubncants, mc]udmo a Breakdown caused bya’ ‘failure1o- replace -seals or gaskets'ina -
{ithely 1anner.

3. Bregkdown caused by towiig a-lraller? anothet vehlcle of dny. other objecl unless
Your Vehicle is: eqmpped for:this use: as recommended by the Vehlcle Marufactures:

24 Thls prowsnon is- contamed in the comract admiinistéred by SWRE A copv of the complete SWRE
VSCis Contained in. E\h:blt 8 to this.coni p1alnt a capy of the standatd contract used by the other TPP,
Wynn < Extended Care T, s comamed n Lxhlbu 9.
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4. Repair of any parts in corinection with a Coveréd Repalr when thoge parts are not
\necessary l'or the: completl n_é,of thie. Cove1 ed Repalr OF were' ot damaged by the failure of
a'Cavered Pait; Stch 1¢pair-or. replacemmt is'dn 1mprovcxmnt to Your Vehiclé dad s hot
crcd by thlS Conttact

'ms])eck.d 4t nme of purc ase

i6: A Breakdown caused by ot invelving modifications of addmons 10 Your Vehicle
uniless those modtucauons or additions were pcrlormed or recommended by the Vehlule
Manufacturer

7.A:Breakdown causéd by\off-madmg, mislisé, abuse, racmg or any. f‘orm of’ L.ompcﬁtidn ,
8. ANy cost overed by a repair fagility’s OF:part suppher s guaraiitee; ordny ¢ost which
rwould ncmmlly be covered by u Vehicle Manufactuirérs wéer inty-of - dealer warrqnly

're‘ uued under state law, whethe or not such’ wartanty | igin forcc‘lespectma Your

‘osis of other damages caused by thie failure of & part| listed in. this Gontract as an-
excliided paft;

10 ‘Damage to thé Vehicle caused by continued Ve}uc:le ‘aperationafter the. Breakdown of
at Cov eréd Part

A1, Any hablhty, ‘COSt O damages You i In¢UE or miay inéur to-any third partjes, other than
for Coveréd Parts,

12, A Breakdown caused by-rust -OF corTosion.

13, A'Bréikdown caiised by L()ulbIOIl, fire, ¢leetrical firc oF melidawn, thefi, lreezmg
vandahsm Tidl ﬂexplaqmn lltthmmg, ;.anhqua!\c windstorm; Hail, watsr, flood of acts of'-
publu, eherny ot any: government authority, or for any hazard insurable: undar stand_nrd
physual damagu insiirance pohmes whelhwm ot such insufance is.in force. respcutmb_
Your Vehigle:

14, A Bieakdowri oiitside the coiitinéntal United States or: Canada

15. Loss of use; loss of time; Tost proﬁts or savings, inconvenierice: ¢ ommerclal loss; or
other ncidental or wnsequenﬂul dam:ia;,~ or km lhat reaulls from : Bfeakdown. .

mauﬂenanm of- use 01 Yuur Veluclc-: wheth::r ormot relaled lo ol

of tlu. , ,perau‘ i
'Bleakdmm_ L D o
17 An\f cost\ or btlie‘r beﬂéﬁ_t l'o"i' 'which {h’e Vélﬁc‘lé ‘Mﬁﬁuﬁiﬁiﬂmtvhas"aﬁnbimééd itg-

1) ‘Loss of wmpressmn lhl Gugh gradual lmlure ot nngs and valvcs.

70 Constant elocity Jmnt boois:

' radual reduction in perlormance capability duefo day-to-day roufine-operation.

2'-’ Tlie maintenance services and parts described i m~pm agraph 7' under “Your:

Obligaticns™ orin the Vehicle Manufacmrur § Mdintenanceé sclu.dule for Yous Vekiele.
3. Oiher normal mainténance services and parts, mc]udm swithout lmutalmn, engine
tune-up, spark pliigs, tgition v

ivires, dxslrlbutor cap and-rotar, carbiiretor; EGR valve,
bafteries, filters, Iulmcanta or {luids, aif condmomng reﬁ'lgeranl of“gngine coolant (e\cept ’
when sich lubricarits, ﬂunds tefti iperant or.coolant must be replaced as pat Qf the repaii
‘of replacement of a Coveu:d I’art) all hases and belts that are not specifically listed under
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“Covered Parts.” wiper blades, birake pads and shoes, brake rotor§ and driams, . suspensnon
alxgnmént tlres., wheel baluncmo 4shm,k abborbers e\hausl Systems’ fncuon clutclt-dise

“'?7 ,Damage to a Covered Pdrt caused by a parl that 1s ﬁét aC overed P'lrt
28 Rgpaxrs performed mlhoul Our prlor authonzatmnv -

=,under tlus‘ContraLtl .
i: I‘he Vehlclevodomﬂer fads, or for anymeason does not record the actual mlleage of

4 Your Vehxcle is eqmpped wnth a snow plow or-uséd to plow SHOW.
'5: Youware using ovhave used Your Vehicle it a manner that i not recommendcd by the:
“Viliicle Manufacturer

6. Your Vehicleis imodified from the Vehxcle Manutachuer s. orxgmal spec1ﬁcat10ns.

129:. Unless the borrower is i éxpert in car repairg cr ichanics. andunlessthe

‘boirower. und:.rstands the relauonshlp bctweenuthu uoveraoc and etcluslci 1pray m thigre 1§ mo-

L . .
way for-thie borrower to.determine what repairsarcicovered: zmd what repairs are not-covered
nder'the VST, There is ric-way-{or e borower (o detemminewhiethiereomnton repairyand
-§etvices:ate covered of nioi covered by thie VSC; haw expénsive thic services are.that arg dovered

snd notcovered, ow much of the cost of repairs:ths VSC will pay; and Whether the purchase of

the VSC isor is fiot cost-éffective.

% Like the coverage provision, thiesé exclusions appéar in the standard SWRE cornitiact. See Exliibit 8..

\
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i Finiancial Impact of VSC oin the Borrower

130, Bétween 2013 and 2019, about 80% of eligible ‘CAC borrowers in Massachuscits
purchased and ﬁnancg:d'VSés as part of their CAC loans.

131 Theaverage VSC puchased by a Massachusetts CAC borrower betweén 2013
.anid 2019 had a retail price to the borrower of about $1,600. All VSCs purchased by CAC-
biorrowers were financed as part of their CAC lduns;on average, this added $2.450 to the amount
of the loan (the VSC retail price finariced, on average, over the 55:month term of thie loan).

132:  The VSC putchase increased the amount of an average idan, and of ihe
barrower’s iiver‘age -xiidﬁthly 'payﬂi@nt’,‘- by-about.15%.

133, ‘lathe aggregate, VSC purc'haslgs.' added $51 million to the loans of CAC
‘borrowers in Massachusetts between 2013-arid 2019 purchiasing a VSC.

134.  Based.on historical data, over theterm of the VSC thie averdge CAC VSC paid an
estitated §478 for repairs for eath Massachusetts borrower. purchasing a VSC. This is stightly
less:thaii 20% of {hié €05t of thie VSC (o the bommower (20 cenits for every loan dollar financir the
VSC): “Fhe remainder of the loan p@?ﬂzéuit attributable to the VSC was split between the dealer,
Whio réceives  sales cotniission oy each ol tlie VSE sales, the TP, and CAC,

135, Aboti-attird of alt ¢laims for¢epaifs submitted by borrowers under théir VSCs
-between 2013 and 2019 were denied or winpaid, primarily because the TPPid¢sided ey were ot

covered of Were éxciuded underithe terims of the V§G..

ii,  Finaitcial Impact of VSCs on the Dealer
136.  The VSC purchase affects the dealet’s compéiisation it to ways. Fifst, CAC:
pays the dealer a sales commiission of $§385. This is part of the upfront payment to the dealer (the

total payment under the Purchase pro gran).



137..  Second, the increased loan amount attributablé to the VSC purchase and
‘linancing raises the upfrorit Toan paynient to thie-dealer from CAQC (the payment isa per,,c_ghtage,
of ﬂié'tcitai loan amount). Assuming an average dealer upfront payméiit of 44% of the loan and
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paymeiit of about $1,075:

dii, ~ Financial Impact: ofVSCSaIev o1 CAC
138; During thie 2013-2019 period the average expécted collection raté for CAC's
Massachusetts loans with VSC’s.was 70:2%; of the $2:450 104n cost attributable to the VSC'
purchase; CAC cxpeeted-to.collect $1,721. CAC uscda portion of the borrower’s VSE payment
1o pay thie dealera $385 sales commission, t6 pay:an $90.adriinistrative fee to the TPP, and
about $40 in ¢eding costs.and taxes,-and fo.cover the average-claims cost-of $478.. Most of the
remainderof the borrower’s loan payment-atiributable to-he VSC; or-about $727, was retained
by CAC.
VSC Contribution TO CAC's Return®

1, VSC Portion of Loan 3,450

2. VSC Expected Collection 1,721

3. Dealer Paymenit forvsC : 385

4: TPP Administrative Fee 90,
5. Ceding Costs and Taxes: 40
6.
7.

VSC Claim Costs 478
VSC Borrower: Payments After Costs 727

% Whlle the mcreased upﬁont payment rate for loans in the Portfoho program dld not raise the ultlmate
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139. Between 2013 and 2019, CAC’$ income from VSCs contfibuted substantially to

CAC’s pfoﬁt on the loan transaction..

2. Borrowers Were Required to Purchase VSCs to Obtain CAC Loans

140.  According to CAC’s internial pdlwi'cy; a dealér may not requite thé borrower to.
purchiase & VSC. The purchase of & VSC must be optional. This policy is.contained in CAC's
intemnal compliauce manual: “[i]t’s important that our dealers notrequire customers to purchase
ancillary _p‘r‘oduct_s. They're optional.” (Sée Exhibit 4 to the complaint.) CAC’s policy is
conmimunicated to dealers via CAPS (CAC’s computer portal) and is stated in the loan contract
itself.

141:  In spite of CAC s policy; between 2013 or éﬂtliér and the present numerous CAC
‘borrowers liave been required to purchase VSCs in order 16 obtain. CAC loans. Dealers told
borrowers; variously, that “CAC would not approve my loan without purchasing a vehicle
-service contract” that “my applicail'ibn_.fc’)r my car loan would not be approved unless I purchased
the vehicle sérvi¢é ¢ontract,” and that “the VSC was a mandatory condition of approving tily
Joan” (Sﬁr’t@ﬁlé affidavits of horrowers required 10, purchase VSCs 10 -obtain theit CAC loiins are
attachied 10-this complaint a8 Exhibit 5.)

143, Between July 31, 2014-and September 20, 2017 CAC reccived about 25
qoﬁjpl;’x’i;ilé- 7d,if¢'élly Irom Massachusells consismers who stated thai they were required by de:ilé_‘p’s
1o purchase VSCs as a condition of o,btaiﬁing their CAC loaiis. CAC’s compliance manual
requires CAC to investigale each such borrower complaint. However, CAC simply refused to
believe 'the,cbmplainiug borrowers, never interviewed other custoiners of the dealer to détermine
-whether the dealer required VSC purchases from other consumers, and never questioned the

dealer’s sales employéés about the required VSC purchase. CAC records show o’nly one noté
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regarding a CAC contact with a representative of a dealer, who stated that the “VSC is included
with the 16an.”

143; CAC deteérmined that none.of the complaints from Massachusetts consimeis who
stated thiey Were reqiited 1o piirchase VSEs “had merit” (CAC s‘term). 'CAC’s fecords of the
‘COmpl_zi-intS‘éither provide no reason for its “rio merit” détermination or simﬁ_iy note that the Toan
coitract states thie VSC:is optional,

144, An internal email provides the only record of a CAC employec’s analysis related
to one of theé complairits; the full text states:

“We received a-coniplaifit froni'a consunict that this dealef advised hefliat the VST was

a mandatorv purchase fo get financing (although it is-listed on RIC g8 optional), T cb;cked

the dealer’s penelrdtlou for VSC sales and it appears {o consistently be at 100% -

indicating thiey may in fact be tellinig consuiers it is required when' itis not, Can' you.
pledse disciiss ﬂlls with thie dealer s that they understaind they cannét reqmre d consuiner
to piirchase any of the ancnllar\ products” Please follow up with me onee you have-had

that t.onvcrsatlon with-dhe dealer

{(Exhibit 6.to the complaint);

$l45 ,  Notwithstanding ﬂlg CAC employee’s deterniination that the dealet’s penetralion
Tate was-consistently “100%, indicat’ing ,tljjéy may-}iﬁnf‘act be tt'(:lli'ng Consunersiit is required whei
‘it i§ not;* CAC found this. complaint; Tike all the others. 16 be oF “ne mefL:”

146, .CAC's coinplignce policy réquired: CAC eniployees, according 1o, the, danudl; to
‘féview ithg dealer’s VSC “penetration rate™ (the percentage of tlie dealer’s CAC borrGwers who
purchased VSCs) in order to déteriine il this cormplaint i part of'a larger trenid.” From 2013
through 2019, humerous Massachiisetts-dealers liad very High VSC penetration rates between
90% and:100% of their CAC lgans, (A ‘com‘plei'e list:of Massachuseits CAC déalers’ VSC
pengtiation fates.is attachcd fo the complainit as Exhibit 7.) During this period, CAC did not

investigate any high-penetration dealers’ VSC sales or interview any customers of high-
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penetration dealers 10.determine whether they were required to purchase VSCs. Nor did CAC
take aity acﬁbn to remedy the req,uir\e'd: V§e purchases or to prevent dealers from requiring CAC
borrowers to piirchase VSCs.

147.  Asaresuit-of borrowers’ statemerts to CAC and of CAC’s knowledge of dealers’
v SC penéteation ratés in Massachingetts, CAC knéw or should hzi:v‘é known that borrawers were

required to piirchase VSCs in ordér to.obtain CAC lgans.

3. The ‘Ré_quir(,:]d Purchasc of 2 YSC to Obtain a CAC Loan Is Aa Hidden Finarice Charge

148,  The dealers that réquired CAC boirowers to purchase VSCs in order to obtain
their loans did not requite cash payersto purchase VSCs. As‘a result; the VSC penctration rates
for GAC borrowers:were often much higher than for cash customers; At one such CAC deler in
Massachusetts, Haddad Auto Group, 100% of CAC bortowers purchased VSCs; while 16% of
cash payers purchased VSCs. |

149,  Insomé cases, dcalng-'tOld_ CAC borrowers that if they increased their cash-down-
payments; often by several thousand dollars, ﬂley would no Jongér be required to piirchase a
VSC,

150.  The réquired purchaseofa VSC as a condiiion of ubtaining a CAC loan'is a
hidden finance (':hargc:.~ The amourit of this finance‘charge is the fetail cost of the VSC o the
borrower; together with interest attributable to this cost. This.ﬁnance charge was not disclosed
to CAC borfowers, who received inaccéurate and understated disclosures of the finance charges of
their loans; |

151.  Becaiise the required purchase of-a VSC to obtain a CAC loan is a finance charge,

the VSC cost must be included in the calculation of the borrower's interest rate on the CAC loan.
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Virtually. all of CAC's loans.are made at or very ¢lase to the 21% Massachusetts ysufy ceiling,
andpropetly inclading the amount of the hidden finanice chiarge attributable to;hie reqaired VSC:
puifchase.in thie calculation of the borrotver's interest rate Tesults in recaleulated or actual
interest faté higher théi:21% for practically, all CAC bortwers requited to pirchase VSCs.

152, The falue 1o disclose hidden finance harges in CAC loans isan unfair or

.déceptive,act or practice. A loan with an actual ffterest rate above 21% is tnfair,

G. UNFAIR OR DECEPTIVE ACTS OR PRAGTICES: IN.CONNECTION-WITH
THE SALE OF CAC'S LOAN, SECURITIES

153, 'Whn CAC securitizes its loans and sells thein to fnvestors, thié offering
-documents describe the characteristies of the loansmorder tordigclose tomvustmsthcnamn. of
‘the collateral underlying the securitics. ‘Tibiéél1&;':;-119W¢¥¢r=:é!‘il?_éf@'fferfing dogamments foi GAC's
$ecurities only descnbethe characteristics of'a portion of the loaris; those-comimitted to. thie
secuiities fﬁéfété3-:$p§,¢fﬁ'cdvﬁﬁt¢, referred to-in the offering mermorardum as the “Ctroff Date,”
-and transferred to-the éécufiiy trustas-of the Closing :’I)ate‘:éfﬂi‘e ‘éécisr‘itiz&tibin Loans that will
Jbe :."ele*ct’ed after the. (.Josmg Date; doring: what e’ Bffering: docunients: referv to Asthe “Revolvmg,
Petiod"are ot deseribed i the vffeiing docuriienis: \

154, Instead, il ollering documents fypically disclose at Joans puichased diing the:
: jl{gja\.-.pwi'pgé}’érigq.gﬁer. théClosing li_af¢ ’ |

"may have charactefistics lhat dlﬂer some\vhal from thié clisracteristics of the Loans and
‘Gortracts-as o Fehe initial Cut:oft Date: .. and may: be of a different: credit quahty and
SEAsOning::.: The Ongmator and thie Sdlcr do not expect. thar the characierisiics of the
Loans- anid ¥ elated Contidcts piiicliased-during the Revolving Per iod iwill be imaterially:

di ﬂérent firom those tr ansfzrred on the Clasmg Date:.. 2% (Emphasm added)

28 This disclosure.is taken from CAALT 20163 PPM (Exhibit 10).
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155.  Accordingito CAC’s offering documents, the characteristics of loans ,p]aé‘e@
selected by CAC after the Closing Date (and not described in the offeringsniat’e’ri,als’,) r’ngiy'"‘diffet
somewhat” and “may be.of a different credit qua’lit:_); and seasoning™ but the offering documents”
explicitly state that CAC does not-expeut the characiéristics of these loans 16 be *materially
different from those transferved on fhe Closing Date.”

156; in numerous CAC securilizations, liowever, 4 key characteristic of the loans CAC
selects after the Closing Date is in fact materially different from the same cliardcterisiic.of Joans
committed before the Closing Date and described in the offering documeiits. Loans selected by
CAC forits securitiés after the Closinig Daté have consistently lower CAC scores or-éxpected
collection rates, on average; than the loans described in the offering documents. (This means.
CAC cxpi;c;ts at origination that borfowers will repay a smaller portion of ihe loans.) For seven
securitizations between _Séptembér 2014 and continuing through the cnd of 2017, the average
CAC scores 6f Massachuseits loans placed i the securities trusts in the vevolvinig period was
lower thai the average CAC scorés of the loans placed i the tfusts ptior tothe Closing Date for
each of the 'seg:urit_iz’alio?sf The _d.ifff(;"rcnce i the average CAC scores ranged from2.8%:t0
6.0%; overall, e average fediiction imvthe scores for the Massachisseus loans in these

securitizations was about 4.4%.2

2 These values are based on data on all loans valued as of October 31, 2017.
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Average Loan Scores Before and After Closing Date

i ‘ Exgected Collectron Rate
Security. - Clesing Date ©On.orBefore (2] After(2) leference
() ) e () (5)

-Crédit Acceptance Funding LIC2014-2 - 9/25/2014
CreditAcceptance FundingLiC2015:1 . "1/29/2015°
Credit:Atceptance ;Fundmg LLC 20152 L8/20/2015."
sCredutAch ptance Fundmg LLC 2016-24» 5/12/20_16' :
%Credlt Accéptance Fimdmg LLC 201643 1 (5

2/23/2017,
- 6/29/2017

157: CACselectedthe1oausfonrssecmuzatwnsbothbefore and after: the Closing
Date: CAC 6§n&§iiéd:'tﬁe«.Sélécﬁqn process, controlled the cliaracteristics:and credii quality.of.
the loans it selected, anid controlléd the disclosistes (o investors:

158.. ‘CAG had compléte information coricerning the cliracteristics.of the loans.
seléetéd forinélusion i the seewritizations after the Closing Date;’ This inforiation was ons
piblics and it was niver disclosed 19 investors.

159: ii('_:Ameyidgd]dax_a to the Attomey . General’s, IT)"Ff’ic'e:fbruéi‘ir-(fi:'ouﬁtfyw.‘rdé) Toans in-
(W0, cewrmzanonc one From "016‘ """ andione trom 2017 Crcdll Acccptance‘ i undmg Ll C ”01 6-2
;and ‘Credn» Adcépiance l‘undmg, LLC2017-2. The CAC s¢ores for loans selc’"‘ted by CAG aﬁu
e Closing Dive (and ot deseiibed it offerh dosumients were:3 ¥4 lower o LLC 2016+
2'and 310 % dower forLEE 20 1722 liain :the..‘ajjvg:mgé scores forthelo an's:'sc;-‘ifs:"é‘ ted befors e
Closing Date:.

160. The rcxritejétjédséollémi;osj rate of 'GAC:J"r.s'-.lfo,'.a_ﬁsj%iéiﬁié«’ﬁn?é‘-@iﬁét important-
chargcteristi¢ in evaluating the undérlying credit-quality of the loan,

161, Tnits T0-K CAE cansiders any.déviation fiom the ,eilﬁps:c'.tegl’-pal_léctidfn fate 1o be
“material’ Wwhen {5 greatér than 1%. Discrepanties of 4.2%;2:3%, 2.5%, 1.5%; and 1:5%are
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stated to be “Mmaterially better” resuits, while differences of 2.3% and -1.3% are stated to be
‘fmqtéﬁaliy worse” results, Disélfégaf;;di‘e;s' smaller than 1% are not :c‘;'@nsid'ergd material,

162, The-differences in the loan characteristics between the loans-selected by CAC for
its securitizations before and after, the Closing Daté are material. These:differences should have
been disclosed to investors.

163. CAC deliberately and intentionally selected loans afterthe Closing Date that had
-credit chiaracteristics that were materially-Worse than the characterisiics of the loans CAC
seleated and tncluded:if the securtization prior to the Closing Date, CAC did so consistently
and répéatedly, i successive sécuifizations, CAC:told investors fhat it did nol éxpect the credit
characferistics of the loan to differ materially when CAC knew that the characteristics were
materially different because CAC jtself selected loans afier the Closing Dates with scores that
were materially differént from the scores of the loans ,selec't_ed‘pﬁor 1o the Closing Date. CAC
willfitlly deceived -‘invéslicirsgbnceﬁliﬁg;thé credit characteristics-of the loans..

164, CACkiieivor should have know that the statémients inits offerinig doctiments
-that CAC “does not éxpect that ihe characteristies:of the Loans and related Contracts purchased
during thie Revolving Perivd will bie miterially, different from those wansferted on the Clositig

165. CALsfalse andnisleading staleivients.coriceriing the-expecied collectior rates
of' lodis if 1§ seciifities and CAC s:fHilure to disclose tie material différences in the éxpecied
collection rates of the loans CAG placed in the securitizations beforé and after the Closing Datés

are unfair or deceptive acts oF practices.



V.  TOLLING AGREEMENT AND FIVE DAY LETTER
i66. CAC?s:i_:dféir.orﬁdegg;itisi;ézagtagt;pfag;‘ﬁgeschjjtihuéd from 2013 or earlier-
through the present..
167. The terms of CAC’s loans froni 20130t later contitiwed until 2016 or later.

168:  With respect 1o e securities claifns; the pefiod from Janudry 29, 2018 thiougli
‘the presentlias been iolled for statuie of limitatiois piirposes by 4 tolling dgreement, as amiefided
and exteided; entered iffo between the Office of the Attorney General and CAC. ‘For all ofher
‘olaims; the period ffom November 19,2019 through thi present hias been tolled for statute'sf
liitations purposes by:a tolling agreéimit, as afnéridsd and étended, entéred into between fhe
‘Office of ilie Attomey Géneral and CAC. All claims that would be timely ifbrought on
November 19, 3019 are tiniely as of the date of e iling of thiscomplaint. Securitics claims
ihat would be timely i brought on January 29, 2018-are-timely s of the date of the filing of this
.complainit,

169. On-Atiguist 19, 2020, the-Attoméy Genieral’s Office.sent CAC a letter in.

aAccordarce withi the provisions of GiLoc. 93A.§4, pardgraph 2,
V1, CAUSES.OF ACTION
! Fifst Catise o Actloi
(Unfair Loans; Violation of GiL. ¢, 93A; 940 €. MR, 316)
170.  The Commonweaith répeats and realleges paragraphs.1. thirough 169 of the
-Gompladint. |
171, CAC has engaged in unfaif or deceptive acts or practices in-connectiori with the

approval and funding, of high-risk subprime loans in Massachusétts in violation of G. L. c. 934,
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§ 2 and 940.C.M.R. 3:16: Such unfair or deceptiveacts or p‘r’acﬁcés include, without limitatiof,
the following:

i. apj),,roving and funding Massachuseits subprime automebile loans in complete
and réckless disregard of the risk of default;

ii. -approving and funding Massachusetts subprime automobilé.loans when CAC did
not reasondbly believe at origination that Massachuisctts Lortowers would be able:
to repay their loans;

iil. -approving and funding high-risk Massachuisetts subprime. automobile loans that
CAC knew or should have known were urilikely or unable to'be repaid in

accordariée with their terms;

172. CAQC kiiew or shoiild hiave knowri that its acts of practices were in violation of G.
L. c:93A,.§ 2:and 940 C.M.R. 3.16.
173, CACappioved and finded loans and acquired payments from canstmers by
nisans of its unfait of decepiive acts-of practices, causing consiimers (6 suffer ah ascerlainable
-i'osSby paying out:funds, inclirfing él,ejlits ~and/or incurring the costs and offier harm that fesilted
fram default on CACS loans.

174;  CA@’s il of deceplive dists or practices résulted in-ianm to-consuriers. -

Second Cause of Action
(Urifair collection practices; Violation of G.L.-c. 934, 940 CMR 7.00 et seq,; 7:04 (1) ()
175.  The Commonwealthirepeats and realleges paragraphis 1 through 174 of the

‘Complaiit.
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176. 'CAC has engaged in unfair or deceptive acts or vbraélices in connection with the:

- :cdllectibn.inéanS~iﬁ Massachiusetts-in-violation of G. L..¢- 93A;'§ 2: Suchi unfait or deceptive:
‘aCts OF practices include, without limitation, excess contécts and harassment of consumers, and:
the 1h§i{iij§§faﬁg_ut 1.7 iillion ¢ollection calls in Violation of:Massachusetis law and
regulations:

177 CAC knew or.should hiave kniown that its acts of practices were in violation of G.
L.¢. 938§ 2.

178. CAC acquired paymenits from consumers by meanis of its unfair or dccepﬁ'vc.acts
of practices, cauising consiimers to suffet an ascertainable loss by paying oul funds. 'G;Z\G‘fcj:aused
consumers lo experience emotional haiiti throughvits harassing acts-and practices:

179. -CACs infair of deceptive 4cts of practicesrésulted in harid t6 consunfiers.

Third Cause of Action
(Unfaif répossession collections:and riotices; Violation 6£.G.L: ¢: 93A, G.L. el 06,
‘G.L. ¢. 255B)

180 The Comimonwealth fepents and fealleges paragtaphs 1 through 179 ofthe
‘Coniplainit,

181 GAChas engaged iri uifair 6f déceplive acts or practices in connestion with s’
‘loan deficiéncy col Lgc;ti‘g)ns and its: pi‘é?séi,icj;;‘an'(;:i3'pds‘t§‘s'f_ile' Tepossession Tiotices to borrowersin
Massdchisetts in violation of G, Li ¢, 934, § 2,0.106; § 9-614:616; and c. 2558, §208, Such
‘unifair oF deceptive acts of pragtices iticlude, without limitation, CAC's failure to calculaté the
deficiency amounts owed by borrowers based on the fait marketvilue of the fepossessed

véhicle, CAC’s collection of deficiency amounts from borrowers that were not baséd on the fair



tarket value'of the repossessed vehicle, and CAC’s failure to includea description of the
caleulatiof of the deféiency amount based on e fair masket value of the seposséssed velitle in
thig pre-sale riofices-and a detailed explaniation of the same caleulation in jis post-sale notices,
182, CACknew of sﬁbu’ld ‘have knowii 'ﬁha;its ‘acis or practices Were in violation of G:
L.&:93A;82,
183; CAC acquired paymeénts of deficiency amounis from consumers by means of its
unfaif or deceptive acts or practices; causing consumets to.suffer an ascertainable loss by paying

out funds.

184: CACrsunfair or deceptive acts or practicés tesulted ini harm to consumers.

Fourth Cause of Action
(Linproper repossession tiotices; pareis patriae, Violation'of G.L. c. 106)
185. The Commionwealth repeats and realleges parégi'aﬁlis 1 through 184 of the
Coniplaint;

186: G.L.¢. 106, §§ 9-614 and 9-616 requires repossession notifications to include
-certain diselosures to/boirowets, including a-deseription of any linbility fora déficiency
rémaininig 0 the borrotwers’ foans.

187. CAC did not -inglu‘dghﬁ deseription of the calewlation ol the déficiency ampunt.
based o ihie fair market Value of the rapossessedivehicles in the pre-salé iotices and a detailed
-explanatiori of the $ame calculatiosi in its post-salé notices: By failing to properly describe the -

calculation of the deficieney in its notifications to borrowers; CAC failed 10 comply with G.L. ¢

106, §§ 9-614 and 9-616.
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188. Massachusetts consumiers are éntitled to statutory damages under'G. L..c: 106, §

9:625(c)(2) for CAC’s improper nofices.

Fifth Cause of Action
(Unfair markups bascd-on the credit of borrowers; Violation of G:L. c. 934,
| GiL. c. 140D, G.L. c.2558; assignee liability)

f89f;_.~ The Comionwealth repeats and realleges paragtaphs 1 through 188 of the
Complairit. | |

190 ‘CAC has engaged in wifair or dgceptive acts or practices in connection with the.
m“f’i'rkuﬁf@ff@ﬁiéle prices for cars sold to' CAC borrowers with low é.kpected, collection rates (or
‘CAQ,SQ@[@S&_)\’;ﬂlat,_z"ijc s'juij‘s‘tanti_z{liyali‘i;g"h(:’rrt'llan thic markups on ¢ars sold to.borrowers with higher
expected collection rates in Massachiselts in violaiion'of G, L. c:93A, §2, ¢, 140D, §§4; 3,and
©.255B; §14. Such unfair or deccptive acts.or practices include, without 1imi_tat‘i_on,app;byigg,
funding, and acquiring through assignment automobile loans in Massachusetts that fail to-
disclose that the ificreased markup. of vehiicle pricés based o the credii of the borfoweris s

finance chafge..and approving, finding:and acquiring through assignment loans that, as'a result:

ofthe incéeasied markup of vehicle prices bised pﬁ‘:l’hb credit of the bofroweis, have pr pésfl;}-‘
«¢aleulaied interést rates in excess of 21%;

191, CAC kitew or should have knowa that 11§ A¢i§ of practicés weft.ifi Violation ol G
L. c. 934, §2.

192. CAC acquired payments from consumérs by means of its unfair or deceptive acts -
or practices, causing consumers to-suffer an ascgﬁainaiole loss by payiiig it funds.

193. CAC’s unfair ot deceptive acts or practices resulted in hdrin to consumers,



Sixth Cause of Action
(Unfair required purchase of vehicle service.contracts; Violation of G:L: c. 93A,
‘G.L.; ¢.'140D; G.L. ¢. 255B; assignee liability)
194 The Qommonwedlth repeats and realleges pardgraphis 1 thiough 193 of the
‘Complaint,
195.  'CAC has enigaged i‘naugmfait or deceptive acts.or practices in connection »§ith the
reqiiired purchase of vehicle service contracts in Massachiisetts in violation-of G, L..c. 934, § 2
‘c. 140D, §§4, 5, and ¢ 255B, §14. Such urifair or deceptive aéts of practicés include; without
limitation, apptoving, funding, and acquiring through assignment aitomobile loans in
Massachuseits thiat fail to ic;ist;ldsei: that the required purchase of a vehicle service contrictas a
:condition of obtaining a loan is a fiance charge; and approving, funding, and acquifing through
assignment loans that, as a résult of the required purchasé6fa vehicle service contragt, have
‘propetly caloulated interest rates in excess of 21%.
196, CAC knew or should have knownri that its acts or practices were in violation of G.
L.c. 93A,§2.
197, GAC acquired payineiits fiom consuners by mearis of its wnfair or deceptive dois
-oF practices; causing consuniers o suffer-an ;aé’qcmiiﬁébié Toss by paying oul finids:

198, CAC'suiifair or décejprive. acts or practices resulied in Ham t& consumicrs.
. T (o

58



‘Severith Caiise of Action
(Deceptive statements in offéring documents for secujfities;:'\f_iglatipq of GIL. ¢.:93A,
940 C.M.R. 3.16)

199; The Commonwealth repeats and réalléges paragraphs'1 through 198 of the:
Coinplaiiit.

200, CAC s engaged i unfaif of deceplive acts of practices in connection with the-
sl of securities o Massachusetts investors in violation of G, L. 934, § 2and 940 CMR;
316, Such-unfair,or-deceptive acts or practices ’inc.iﬁdé;axxi.itlimt- Timitation, seiling, facilifatirig;
-or causing il sale of securities to .I\if_iassacﬁus.‘e‘.tt;s':.ihvestdrﬁ'Iby:.mg:aus of (i) ingtérially false or

inisleading statements‘in the offering documents forsuch securities that GAC “does not expect |

-that the characteristics of the Loans and rélated Contracts purchased during the Revolving Period

‘will be materially different from those transferred-on the: Closing Date™ and (il CAC’s failure to

disclose-the matéridl ditferences in‘the characteristics of the ioans sélected for the secuiiies,
before and-after the Closing Datés: ’

201.  CAC kney or stiould baic kitown: that its 46ts or practices-weré i violation 0f G:

202 CACwilliully violaied G. L« 093A§lan(l 940 C. MR- 3:16 with respact ia its
securithes salés 10 Massaghusetts ivestons and its securitization of Massachiisétis aufomobile
'loans.

203, GAC acquited payments fiora Massachiusetts 'inﬁies.tdrs by ineans of its unfair or
‘deiceptive acts oF practices, causing then o suffér an aseertafable loss by purchasing sécuritics
(i) tha wefe tiskier than CAC represenited thiem 10 be; and/or. (i) they wauld not have puichased

biit for CAC’s misrepresentations and hondisclosires; and/or (jii) at higher ptices than they'
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would have paid in the absence.of CAC's misrepresentations.and nondisclosures and/or (iv) that

paid lower interest rates than thiey would have accepted in the absence of CACs

misrepresentations and nondisclosures,

204. CGAC’s unfair or déceptive acts or practices resulted in hariii to consuners.

VII. RELIEF REQUESTED

WHEREFORE, the Commonwealth requests that this Court:

A.  Tssueapermanent iijjunction restrafiing CAC; its apents, employees, and all other

persons and- entities, corporate and otherwise, in active concert or-participation with any of them

from:

il

.approving and funding subprime automobile loans in Massachusetts in

complete anid reckless disregard of the risk of défault; approving and
funding high-risk Massachusetts subprime automobile loans CAC does not

reasonably believe at origination that Massachusetts borrowers will be

able to repay;-appioving and funding h_igh‘-_risk Mas‘s&chix_setts-subP'r’iﬂié
aniomobile loans that CAC rk'.n,ew or “éiio,qld'hav'e known are. unlikeiy-bt:
-utiable to be répaid in-accordance withi their terfus;

.approving, funding; or aceepting assignment of loans of barrawers who

are required 4s-a condition of funding 16 purchase véhicle service contracis

-without disclosure of the cost of the reqiiiréd vehicle service contracts as

finance charges; approving, funding, or accepling assignment of loans of
borrowers who dre réquired as a condition of funding to purchase vehicle

service contracts when the actual interest rates of the loans calculated
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1

using the cost to ‘errdWé;s" of the required vehjcle _seﬁﬁ ce contiacts.
‘exceed 21%;

i approving, funding; or-acceptiag assignment of loans wher the prices of
the vehicle iave been marked up based on thie borrowers™ eredit withou
disclosure of the markup as a finance charge; approvirig, finding; or

‘aceépting assignment of loans of borowiers whenthe prices of thie vehicle
fiave been marked up baséd oni the borrowers” credit and the actual-interest
‘tates:of the loais calculated using thie cost to. borrowers.of thie inarkup
exceed 21%;,

‘iv.  making false and/or misleading represeritations and/or omissions to actual
- or potential secuities investors in Massachusetts conceining the
isecurities.

B:  OrderCAC fo payrestitution to Massdchusetts borrowers harmed by CACTs
isconduet; includinig but ot limited to (i) fefunding paymenits made by borrowets whase
subprinae loans ae wnfair and (i) paying three times any ascnainable losses of Hioney of
propeityito Massachuséts seourities purchasets.

€ Orer CAC o disgorge sl mosics colleted by GAC a5'4fesul of it unfi 1oan
colleetion dcts and practices (or all monies CAC would riot have collected but for its unfaif
colléction calls) in violation of Massachusetts faw

D:  Order CAC to pay statutory damiages 16-consumess-under G L, . 108, § 9-

625(¢)(2) for CAC’s improper répossession notices:
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E:  OrderCAC to-offer io Massichusetis putchasers of CAC’s sépirities the option to.

tefider their securities in éxchange for payment or fo receive damages payments inf the amouint

that would be provided under M:G.L. ¢. 1104, §410(2)(2).

F.  Order CAC 1p pay the Conimonwealth civil penalties of $5;000 for each violation

- of G. L.¢.93A, § 2, and costs, in¢luding réasonable aitorneys’ fees, pursuantto G. L. c. 934, §

4.

G.  Grant such other and further relief-as this Court deems just and proper.

Dated: August 28, 2020

'COMMONWEALTH OF MASSACHUSETTS
MAURA HEALEY
ATTORNEY GENERAL
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Glenn Kaplan BBO#567308

Peter Leight BBO #631580
Madonnia Courpoyer BBO # 642060
Diana Hooley BBO # 685418
David Lim BBO # 685364
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One Ashburton Place, 18% Floor
Boston, MA (2108

617-963-2240
-Glenn, Kap]anOmass L0V
Peter:Leight@mass.gov.
Madonna.Cournoyer@hiass.gov
Diana:Hooley@mass. gov
David.Lim@mass.gov

Michael: Sugar@mass.gov

62



