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ARIZONA STATE BANKING DEPARTMENT

In the Matter of the Cocllection
Agency Licenses for: BHN 95-013
BHN 95-014.
MILLIKEN & MICHAELS

OF ARIZONA, INC.
4400 East Broadway, Suite 112

Tucson, Arizona 85711

CONSENT ORDER

TABJBA, INC., dba Metropolitan
Consumer Collection Services
7150 East Camelback Road
Scottsdale, Arizona 85251

}

)

)

)

)

)

)

)
Regpondent. )
)

)

)

)

)

)

)
Respondent. )
)

On June 13, 1995, two Notices of Hearing were issued by the
Superintendent of Banks for the State of Arizona ("Superintendent")
wherein the Superintendent made certain allegations of vioclations of
Arizona Revised Statutes, Title 32, Chapter 9, regulating collection
agencies, against Milliken & Michaels of Afizona, Inc., BHN 95-013
and against TABJAA, Inc. dba Metropolitan Consumer Collection
Services, BHN 95-014 (collectively "Respondents"). On June 27,
1995, Hearing Officer Michael M. Sophy ordered the consolidation of
these t@o matters.

On September 26, 1995 and November 6, 1995, the consolidated
Notice was amended and served upon Respondents. Respondents
received copies of all Notices and filed an answer to the Second
2mended Notice on November 27, 1895, On‘Decembér 4, 1995, the
hearing in this matter commenced and continued until March 28, 1996,

when the parties stipulated to a stay pending resolution of a
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federal action filed against the Superintendent on March 27, 1996,
Milliken & Michaels of Arizopa, Inc, et al v. Richard C. Houseworth,
No. CIV 96-0737. On July 1, 1996, Federal District Judge Earl
Carroll issued his order dismissing Respondents’ lawsuit against the
Superintendent. Respondents have appealed this Order to the U.S.
Court of Appeals for the Ninth Circuit. On motion of the State
Banking Department (“Department”), on July 24, 1996, Hearing Officer
Sophy issuea an order setting the resumption of the hearing in this
matter for August 26, 1996, at 9:30 a.m.. Respondents have been
advised of their rights to the continuation of the hearing in this
matter and hereby waive the same.

Respondents admit the following Findings of Fact are true and

consent to the entry of the following Conclusions of Law and Oxder.

FINDINGS OF EFACT

1. Respondent Milliken & Michaels of Arizona, Inc.
(hereinafter "M&M") is an Arizona corporatidn licensed to engage in
the business of a collection agency within the State of Arizona,
license numbexr 7475.

2. Respondent  TABJAA, Inc. dba Metropolitan Consumer
Collection Services (hereinafter "TABJAA") is a corporation with its
principal place of buginess in California and licensed to engage in
the business of a collection agency within the State of Arizona,
license number 14319.

3. On May 6, 1987, when M&M submitted ites application for a

license to the Department, it did not list Michael Sanderson as a
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director, officer or shareholder. At the‘time, he held none of
those pogitions. The sole shareholder of M&M was Milliken and
Michaels, Inc. located in Metairie, Louisiana.

4, On or about September 23, 1887, the Department issued a
license to M&M. On or about January 1, 1988, due to a subchapter S
conversion, Michael Sanderson became the sole shareholder and
director of M&M. At that time, the Department was not notified of
the transfef of 100% of the shares of M&M to Michael Sanderson from
Milliken & Michaelé, Inc.

5., On or about December 29, 1988, M&M submitted its renewal
application for the licensure year of 13%89. The renewal application
stated that the only change since the original application was a
change in the “designated local resident active manager.” There was
no mention of a change in ownership or directors.

6. As of January 1, 1988, Michael Sanderson was the sole
shareholder and director of M&M as well as its president. At that
time, Michael Sanderson did not notify .the Department of his
positions as director and president nor did he submit a Personal
History Statement or fingerprint card to the Department.

7. M&M’g license renewal applications for the licensure years
of 1990 through 1992 did not disclose Michael Sanderson’s positions
as director and president. During the 1992 licensure year, Wayne
LeBianc replaced Michael Sanderson as president and Mr. LeBlanc’s
Personal History Statement and finéerprint card were submitted to
the Department. Michael Sanderson remained the sole shareholder and

director; positions he currently holds.
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8. M&M’s license renewal applications for the licensure vyears
of 1993 through 1995 failed to disclose Michéel Sanderson’s position
as director. As a result, Michael Sanderson, through March 1995,
never submitted a Personal History Statement or fingerprint card to
the Department.

9. On or about December 30, 1994, the Department received
M&M’'s license renewal application for the licensure year of 1995.
For the first time, M&M indicated that Michael Sanderson holds 100%
of its ownership interest.

10. On January 20, 1995, the Department received Respondent
TABJAA’s new application for a license, since it failed to renew its
license baféra December 31, 1994.

11. On or about January 30, 1995, the Department sent a letter
to M&M requesting a Personal History Statement from Michael
Sanderson.

12. On or about March 3, 1995, the Department received a
Personal History Statement and fingerprint card from Michael
Sanderson in response to the Department’s January 30, 1995 request.

13. The Personal History Statement of Michael Sanderson asked
several questions about a criminal record and asked him to list any
criminal offenses for which he was detained, held, arrested,
indicted, summoned into court' or convicted. Michael Sanderson
answered “NO” to all questions and did noE digclose hig criminal
history. He failed to answer these questions truthfully and omitted

material information regarding his criminal record.
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14. The Persconal History Statement of Michael Sanderson asked
several questions about any history of drug‘or excessive alcohol
use. Michael Sanderson answered “NO” to all gquestions and did not
disclose his history of alcoholism from which he recovered in
October 1984. He failed to answer these questions truthfully and
omitted material information regarding his alcohol usge.

15. On April 13, 1995, the Department received the United
States Department of Justice, Federal Rureau of Investigation
report, indicating that Mr. Sanderson had been arrested on several
occasions, some arrests for misdemeanors, resulting in conviction._

16. Michael Sanderson was not the owner of M&M’s stock when it
was first issued a license in 1987; M&M has never requested nor has
the Superintendent apprqved a change of control pursuant to A.R.S.
§ 32-1026(B).

17. On or about April 6, 1995, TABJAA informed the Department
that as of July 29, 1994, Michael Sanderson obtained a majority of
the voting common stock.

18. TABJAA has never requested and the Superintendent has
never approved any change of control pursuant to A.R.S. § 32-
1026 (B).

19. From 1992 through 1985, the Depaftment, the Attorney
General’s Office and the Tucson Better Business Bureau received over
40 written consumer ‘complaints against M&M alleging
misrepresentation and debtor harassment in the manner in which it

conducts its collection agency business. During that time, M&M
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violated certain sections of Arizona Revised Statutes and the
Arizona Administrative Code regulating collection activity.

20. One of the com?lainants, George Féhr, overpaid M&M $4000.
M&M refused to return the overpayment and, as a result, Mr. Fehr
lost 34000. M&M’s client reimbursed him 32000 of the 34000 he
overpaid to M&M. M&M still owes George Fehr $2000.

21. M&M also has a Sales Division that engages in the
solicitation of collection business. From 1992 through 1995, some
gsales represgentatives of M&M contacted their clients’ debtors under
the pretext that they were representatives of a company known as
“*Capital Resources Inc.” This technique, known as the “CRI Talk-
Off,” “Bankruptcy Watch” or “Customer Profile Search” is described
in M&M’'s sales handbook and other training materials as a technique
sales representatives may use to obtain accounts and information
regarding these accounts.

22, M&M’s Sales Division representatives use a client
promotion/service technique of mailing or faxing “free demand
letters” to debtors of clients or prospective clients notifying the
addressee that their account is past due and has been turned over to
M&M for collection. If the debtor pays the amount due within a
certain number of days.(depending upon the mode of transmission),
M&M will not collect a commission. Two former employees testified
that they were encouraged to send the “free demand letters” to the
client only, not the debtor. M&M denies these allegations.

23. Since the commencement of the hearing on December 4, 1995,

the Department has received additional complaints against M&M in

6
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which similar allegations are made regarding collectors’ threats of
third party disclosure, actual third party disclosure and
misrepresentations to debtors that collectors are lawyers or members

of a law firm.

CONCLUSIONS OF LAW

1. Pursuant to Titlez 6 and 32, Arizona Revised Statutes, the
Superintendent has jurisdiction over this matter.

2. The conduct set forth in the Findings of Fact constitutes
violations of the following collection agencies statutes and rules:
A_R.S. §§ 32-1051(4)-{(7), 32-1026{(B) & 32-1055(D); A.A.C. §§ R20-4-
1507 to R20-4-1509; R20-4-1511 to R20-4-1514; R20-4-1516; R20-4-1520
to 1521.

3. In 1987, when M&M was issued a license, A.R.S. § 32-
1026 (B) prohibited the transfer of a 1iceﬁse issued under Title 32,
Chapter 9. The transfer of 100% of the shares of M&M to Michael
Sanderson in 1988 was a transfer of the license within the meaning
of A.R.S. § 32-1026(B).

4, In 1991, A.R.S. § 32-1026(B) was amended to allow the
transfer, assignment or change of control'df a collection agency
license, but only after prior written consent of the Superintendent.
A.R.S. § 32-1026(B) also mandates that the Superintendent shall not
give his consent until after finding that the person acguiring
control meets all of the qualifications of the licensing statutes.

5. TABJAA’s fallure to obtain the Superintendent’s approval of

the transfer of the majority of its voting common stock to Michael
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Sanderson before the transaction is a wvioclation of A.R.S. § 32-
1026 (B) .

6. Michael Sanderson’s failure to submit truthful answers on
his Personal History Statement is a material misstatement or
omission on any document required to be filed with the
Superinténdent in connection with an application for a license
within the meaning of A.R.S. § 32-1053(A)(6). Each instance of
nondisclosure is a violation of A.R.S. § 32-1051(4).

7. It is sufficient cause for the denial, suspension or
revocation of Respondents’ licenses pursuant to A.R.S. § 32-1053(B),
if an officer, director, partner, employee or controlling person has
acted or failed to act in a manner that would be cause for the
denial, suspension or revocation of the collection agency license.

8. Michael Sanderson’s failure to provide truthful answers to
the questions on his Personal History Statement is sufficient
grounds for the sguspension or révocation of Respondents’ licenses
pursuant to A.R.S. § 32-1053.

9. M&M’'s failures to disclose the transfer of stock from
Milliken & Michaels, Inc. to Michael Sanderson on its renewal
applications from 1988 to 1995 are material omissions on a document
required to be filed with the Superintendeﬁt within the meaning of
A.R.S. § 32-1053{(A)({6) and each instance of nondisclosure is a
violation of A.R.S. § 32-1051(4}).

10. The conduct described in the Findings of Fact 1is

sufficient grounds for the suspension or revocation of Respondents’
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licenses and for the imposition of a civil money penalty pursuant to
A.R.S. §§ 6-~132 and 32-1053.

11. The conduct described in the Findings of Fact provide
grounds for the issuance of an order pursuant to A.R.S. § 6-137,
directing Respondents to cease and desist from unsafe and unsound or
vicolative conduct and to take the appropriate affirmative action,
within a reasonable period of time prescribed by the Superintendent,
to correct the conditions resulting from the unlawful acts,

practices and transactions, including restitution, if appropriate.

ORDER
1. Respondents shall cease and desist from engaging in any
activity in wviolation of the rules or statutes regulatihg collection
agencies in Arizona and, in particular:

a) the use of any company name other than the name under
which Milliken & Michaels of Arizona, Inc. or TABJAA, Inc. is
licensed in its contact with any persons or entities, except the
Sales Division of Milliken & Michaels of Arizona, Inc. may use the
name of “Milliken & Michaels” and TABJAA may use the name “MCCS.”

b} the use of the pretext "“Capital Resources, Inc.” when
contacting debtors for any reason;

<) the technique commonly known as the “CRI Talk-Off,”
“Bankruptcy Watch” or the “Customer Profile Search,” implemented by
any employees, representatives or agents of Respondents (“Agents”},
whereby the Agents contact a person or debtor, without disclosing

that the Agents are employees of a collection agency, and obtain
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information about that person’s or debtor’s financial condition that
will be disclosed to the creditor client to help the creditor client
decide whether to place the account for collection with Respondents;

d} - the use of any sales handbooks, pamphlets or other
training or marketing materials that promote, instruct or market the
above described techniques and pretext. Respondents shall destroy
all such materials upon service of this Order and provide proof of

such destruction;

a) threatening to have debtorg arrested;

£) threatening to attach debtors’ assets;

g) threatening to place debtors in involuntary
bankruptey;

h) threatening to make third party disclosures by

contacting debtors’ vendors, suppliers, banks, or any other third
party as a means of intimidation; |

i) gsending private investigators to debtors’ homes or
places of Dbusiness for the purpose of taking pictures and
intimidating, by harassing, acting unprofessionally, demeaning or
threatening the debtor or the debtor’s family or staff;

j) making more than two unscolicited phone calls to
debtors in one day;

k) using vulgarity;

1) using insulting or demeaning language with debtors;

m) misrepresenting the identity of a collector as an

investigator or an attorney or insinuating the same;

10
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n) misrepresenting to anyone that collectors are attorneys
or that Respondents are a law firm or insinuating the sanme.

2. M&M shall cease all collection activity in Arizona but
retain an Arizona license for the sole purpose of sgoliciting
commercial collection accounts. M&M salespersons shall not contact
debtors to ceollect money on behalf of MaM’'s clients.

3. The M&M Sales Division shall limit its operation solely to
sales activities and shéll not expand its opefation to any other
type of business venture or collection activity, including but not
limited to, a corporate headquarters; an iﬁvestigative arm of any
Affiliates; or an extension of Milliken and Michaels Credit
Services, Inc. In the event M & M obtains an account requiring
contact with an Arizona debtor, M & M shall transfer the collection
of that account té TABJAA who shall collect the account under the
name of TABRJAA, not M & M. TABJAA collectors shall not be employed
by M&M Sales Division and shall not engage in collection activity
from within this State. TABJAA's collection activity shall be
limited to its California location. TABRJAA shall disclose to Arizona
debtors, through its written correspondence, that it is licensed by
the Department and its license number.

4. The M&M Sales Division and TABJAA may send free demand
letters of any type only by certified or registered mail that will
provide evidence that such letter was so mailed to the debtor. If
the addressee does not accept service of the letter, Respondents may
deem such a return as the addressee’s refusal to pay the account

within the time specified by the demand.

11




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

5. To provide M&M with a reasonable period to wind down its
collection operation in this state, so that it may assist its
collectors and their families in finding other positions, M&M will
have a transition period until December 31, 1996, to eliminate its
collection division in its entirety. Since this interim transition
period ig permitted sclely for the benefit of M&M collectors with
families, the transition period is conditioned upon M&M’s compliance
with the following:

a) M&M’s diligent and good faith efforts to eliminate
its collection division as expeditiously as possible;

b) by Nbvember 30, 1996, M&M shall eliminate 23 of the
38 collector positions. These positions are currently held by
collectors who have families without school age children;

<) no M&M collector will be ass;gned to, employed by or
affiliated with TABJAA;

d) M&M shall cease collection efforts on the following
debtor accounts and confirm by letter to these debtors of the
cessation of collection efforts: Quentin Yeager complaint
#0737(95/96), Edward C. Robertson complaint.#0799(95/96), C-Comm of
Kalamazoo complaint #0788(95/95), Drue Allen, complaint #0022(96/97)
and Construction Resource Group, Inc. complaint #0922(95/96}.

e} M & M shall submit to the Department by September 3,
1996, a copy of each letter sent to the individuals listed in

subparagraph (d) above.

12
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6. By September 3, 1996, Respondents shall submit a list of
all collectors employed by M&M since July 1, 1996, with the

following information:

a) present position;
b) status of employment with M&M;
) date or proposed date of termination or relocation to

another M&M branch, or other collection agency, 1f known;
d) if relocated, the name and address of the branch to
which the collector is assigned.

7. By September 15, 1996, M&M shall distribute to each of its
collection employees a letter notifying each of their termination or
relocation to another branch and provide copies of each letter to
the Department.

8. To enable the Department to verify compliance with this
Order and with Arizona law, Respondents shall allow the Department
unrestricted access, during normal businéss hours, to inspect
Respondents’ premises, books, papers, and training materials.

9. Respondents’ licenses shall be subject to immediate
summary suspension if any of the following events occur: |

a) Respondents engage in any of the deceptive sales
conduct that they have agreed to cease and desist in paragraph One,
subsections (a) through (d) of this Order; |

b) Respondents fail to comply with paragraph 5 of this

Order;

13
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c) between the date of this Order and December 31, 1996,
the Department receives 3 complaints against Respondents alleging
collector misconduct;

d) Respondents violate any Arizona rule or statute;

e) Respondents omit pertinent information on . any
document required to be filed with the Superintendent;

£) the Department receives one complaint and discovers
through an examination that Respondents failed to mail a free demand
letter of any type to a debtor, while representing to their clients
they had mailed or otherwise sent such letter. Respondents shall
have the burden to show proof of mailing the letter in question.

g) any M&M Affiliate has attempted to collect a debt in
Arizona or to act as a collection agency in Arizona. For purposes of
this Order, an M&M Affiliate is any collection agency with any
assgociation with 1} Michael Sanderson or 2} Milliken & Michaels,
Inc. |

n) after Decehber 31, 1996, the Department receives 3
complaints against Respondents in any license period;

10. Within ten days after the summary suspension is issued,
Resgpondente shall provide written evidence of cure gsatisfactory to
the Department. If, after a review of Respondents’ written
evidence, the Department is not satisfied, Respondents’ licenses
will be revoked. In no event will there be a hearing. By entering
into this Consent Agreement, Respondents waive their right to a

hearing.

14
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11. Upon notice of the occurrence of any of the events
described in paragraph 9, subsections (¢)-(e) and (g)&(h), the
Department shall notify Respondents of its intent to summarily
suspend Respondents’ licenses. Respondents shall have two working
days to provide written evidence of cure satisfactory to the
Department. In the event Reépondents' evidence of a cure is
unsatisfactory, the Department shall proceed with summary suspension
as set forth in paragraph 10. Simple cessation of collector
misconduct will not be considered a satisfactory cure in all
circumstances.

12. Respondent M&M shall pay two thousand dollars ($2,000.00)
restitution to George Fehr.

13. Respondents shall pay a civil money penalty of two hundred
and fifty thousand dollars ($250,000.00) and shall reimburse the
Department its attorneys fees and costs in the amount of two hundred
and fifty thousand dollars ($250,000.00).

14. Respondents shall provide the above amounts in a cashier’s
check at the time of execution of the Consent to Order.

15. Respondents shall pay the fees of an examiner from the
Department who shall visit theilr offices periodically and
unannounced to review M&M’'s winding down of its collection
operation and to make sure Respondents are complying with the above

deadlines and conditions.

15
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16. This order shall become effective upon service, and shall
remain effective and enforceable until such time it is stavyed,

modified, terminated or set aside.

&b
8O ORDERED this Xfwahay ofﬂu g 37 , 1996, by Richard C.
e

Houseworth, Superintendent of Banks.

RI C. HOUSEWORTH
Superintendent of Banksg

CONSENT TQ ORDER.
1. The Undersigned acknowledge‘ that they have read the
EEforegoing Findings of Fact and Conclusions of Law and Order and are
aware of their rights to an administrative.hearing in this matter
and hereby waive the same.

2. The  Undersigned  admit the jurisdiction of the
Superintendent of Banks and admit the foregoing Findings of Fact and
consent to the entry of the foregoing Conclusions of Law and Order.

3. The Undersigned state that no promises of any kind or
nature whatsocever were made to induce them to consent to the
foregoing Order, and declare that they have entered into this
Consent Order voluntarily.

4, The Undersigned acknowledge that acceptance of this

Consent Order is for the purpose of settling this litigation and

does not preclude the Department with respect to future conduct, or

any other agency or officer of this State, or subdivision thereof,

16
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with respect to any conduct, from instituting other civil or
criminal proceedings as may be appropriate now or in the future.

5. Michael Sanderson vrepresents that he is the sole
shareholder and director of Respondent Milliken & Michaels of
Arizona, ‘Inc. and, as such, has the authority to enter into this
Consent to Order for and on behalf of Respondent Milliken & Michaels
of Arizona, Inc.

6. Terry Boyer represents that he is the President of
Respondent TABJAA, and as such, has been authorized by Respondent
TABJAA to enter into this Consent to Order for and on behalf of
Respondent TABJAA.

7. The Undersigned waive all rights to challenge the
foregoing Findings of Fact, Conclusions of Law and Order on appeal
or otherwise to the Superintendent or any court or other tribunal

and agree to be bound by the Order.

DATED thisagﬁZb‘day of Canﬁ¢a¢§*’ , 1996.

'

./ L

Mithdel Sandérson duly authorized
representative of Respondent
Milliken & Michaels of Arizona Inc.

Terrl Boye#
Duly Autho zed Representatlve of
Regpondent TABJAA, Inc.

ORIGINAL filed this 5&5“ day
of 81, 1996, with:

17




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Richard C. Housgeworth
Superintendent of Banks

Arizona State Banking Department
2910 North 44th Street, Suite 310
Phoenix, Arizona 85018

COPY of the foregoing mailed this
A" day of HuesysST . 1996, to:
) I

Michael M. Sophy

845 North Third Avenue
Phoenix, Arizona 85003
Hearing Officer

Robert D. Charlton, Division Manager
Financial Services Division

2910 North 44th Street, Suite 310
Phoenix, Arizona 85018

Felecia A. Rotellini

Assistant Attorney General

Consumer Protection & Antitrust Section
QOffice of the Attorney General

1275 West Washington

Phoenix, Arizona 85007

Attorneys for the Department

Peter M. Wittekind

SNELL & WILMER

One Arizona Center

400 East Van Buren

Phoenix, Arizona 85004-0001
Attorneys for Respondent

David Israel

LAW OFFICES OF DAVID ISRAEL

3850 N. Causeway Blvd., Suite 305
Metairie, Louisiana 70002
Attorneys f£or Respondent

Quarng oseantl

CPAL’H%BSI: CPASS5~151
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ARIZONA STATE BANKING DEPARTMENT

In the Matter of the Collection
Agency Licenses for: BHN 95-013
BHN 95-014
ADDENDUM TO

CONSENT ORDER

MILLIXEN & MICHAELS
OF ARIZONA, INC.
4400 East Broadway, Suite 112
Tucsgon, Arizona 85711

TABJAA, INC., dba Metropolitan
Consumer Collection Services
7150 East Camelback Road
Scottsdale, Arizona 85251

)

)

)

)

)

}

)

)
Regpondent . )
)

)

)

)

)

)

)
Respondent. )
)

Notwithstanding the second sentence of paragraph 5(b) on page
12 of the Consent Order, M&M has the sole discretion to determine
which employees it will terminate to reach the required level of

positions by November 30, 1996.

’PA
SO ORDERED thlsg of ﬁé/&/"lz’ 57/ 1996, by Richard C.

Houseworth, Superintendent of Banks.

%M%m

ICHARD.-T. HO SEWORTH
erlntandent of Banks

ORIGINAL filed this Qb day

of Q(migggr , 1996, with:

Richard C. Houseworth
Superintendent of Banks

Arizona State Banking Department
2910 North 44th Street, Suite 310
Phoenix, Arizona 85018
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COPY of the foregoing mailed this

RUH day of Btﬁg‘uﬂ; 1996, to:

Michael M. Sophy
845 North Third Avenue
Phoenix, Arizona 85003
Hearing Officer

Robert D. Charlton, Division Manager
Financial Services Division

2910 North 44th Street, Suite 310
Phoenix, Arizona 85018

Felecia A. Rotellini

Assistant Attorney General

Consumer Protection & Antitrust Section
Office of the Attorney General

1275 West Washington

Phoenix, Arizona 85007

Attorneys for the Department

Peter M. Wittekind

SNELL & WILMER

One Arizona Center

400 East Van Buren

Phoenix, Arizona 85004-0001
Attorneys for Respondent

David Israel

LAW OFFICES OF DAVID ISRAEL

3850 N. Causeway Blvd., Suite 305
Metairie, Louisiana 70002
Attorneys for Respondent

%m- (éum,ae [

CPAPHX-5600; CPAS5-151




SETTLEMENT AGREEMENT
This agreement is entered into this W,Zé:_:ﬁ-&zy of August, 1996, between Plaintiffs
MILLIKEN & MICHAELS OF ARIZONA, INC. AND TABJAA, INC. DBA METROPOLITAN
CONSUMER COLLECTION SERVICES (collectively “M & M™) and Defendants THE STATE
OF ARIZONA, EX REL. RICHARD C. HOUSEWORTH, SUPERINTENDENT OF BANKS AND
THE ARIZONA STATE BANKING DEPARTMENT (collectively, the “Superintendent™).
WHEREAS, on June 13, 1995, the Arizona State Banking Department (“Department™)

commenced license disciplinary proceedings against M & M, In the Matter of the Collection Agency

Licenses of Milliken & Michaels of Arizona, Inc. and TABJAA. Inc.. d.b.a. Metropolitan Consumer

Collection Services, consolidated cases, numbers BHN 95-013 and BHN 95-014 (“Administrative

Action™);
WHEREAS, the Superintendent is the defendant and M & M are plaintiffs in the United
States District of Arizona, Milliken & Michaels of Arizona, Inc. and TABJAA, Inc. dba

Metropolitan Consumer Collection Services v. Richard C. Houseworth. in his official capacity as
Arizona State Banking Department, No.CIV 96-0737 PHX EHC (the “Federal Lawsuit™) in which

M & M has asserted claims that its civil and due process rights have been violated in the
Administrative Action currently pending before the Superintendent;

WHEREAS, in the Federal Lawsuit, M & M asserts that it cannot obtain a fair and impartial
hearing in the Administrative Action due to the alleged pecuniary interest of the Superintendent,
the Department and its employees, and the hearing officer in the Administrative Action, Michael M.
Sophy and the Superintendent denies all liability;

WHEREAS, on July 1, 1996, the Honorable District Judge Earl H. Carroll, issued an order

in the Federal Lawsuit, dismissing M & M’s complaint. M & M has filed its notice of appeal and



that matter is pending before the United States Court of Appeals for the Ninth Circuit, Docket No.
96-16458 (“Federal Appeal™);

WHEREAS, M & M are also plaintiffs in a complaint for special action filed in the State
Superior Court of Maricopa County, Arizona, against the Superintendent and his designated hearing
officer in the Administrative Action, Michael M. Sophy: Milliken & Michaels of Arizona, Inc. and

TABJAA, Inc. d.b.a. Metropolitan Consumer Collection Services v, Michael M. Sophy. in his

official capacity as Hearing Officer for the Arizona State Banking Department, and Richard C.

Houseworth, in his official capacity as the Arizona State Banking Department Superintendent, No.
CV96-14851 (“State Lawsuit”). The Superintendent was served on Wednesday, August 21, 1996,

and the Superintendent on behalf of himself and Hearing Officer Sophy denies all liability;

WHEREAS, in the State Lawsuit, M & M seeks a Temporary Restraining Order (“TRO")
enjoining Hearing Officer Sophy and the Superintendent from proceeding with the Administrative
Action; disqualifying the assistant attorneys general representing the Department in the
Administrative Action and requiring Hearing Officer Sophy to recuse himself. In the State Lawsuit,
M & M asserts claims of a violation of due process because of the same pecuniary interest alleged
in the Federal Lawsuit;

WHEREAS, there has been no determination by any court that a violation of law has
occurred;

WHEREAS, the Superintendent and M & M, desiring to avoid the expense of further
litigation and to resolve their disputes without trial or adjudication of any issues of law or fact
asserted in the State Lawsuit and the Federal Appeal described in the above paragraphs, agree to

the entry of the attached Consent Order;



NOW THEREFORE, in consideration of the covenants and undertakings here set forth, and
intending this agreement to be legally binding, it is agreed by and between the Superintendent and
M & M as follows:

L. The terms of the Consent Order and Settlement Agreement (“Agreement™) shall
apply to M & M and to M & M’s officers, directors, partners or controlling persons who shall have
received actual notice of the Consent Order by personal service or otherwise.

2. M & M agrees that the Superintendent may issue the Consent Order in the form
attached to this Agréement as Exhibit A and incorporated herein by this reference, may be issued.

3. M & M agrees to forever release and discharge all past and present claims, asserted
or contemplated, against the Superintendent, the Department and Hearing Officer Michael M. Sophy
relating to the Administrative Action and arising out of the allegations set forth in M & M’s
complaints filed in the Sfate and Federal Lawsuits.

4, M & M agrees that upon the issuance of the Consent Order, M & M shall dismiss
with prejudice all clams against the Superintendent and Hearing Officer Michael M, Sophy asserted
against them in the Federal Appeal and the State Lawsuit with all parties to bear their own costs and
attorneys’ fees. Upon personal service of the issued Consent Order, M & M shall file executed
stipulations for dismissal attached and incorporated herein as Exhibits B and C.

5. In the event, this matter is resolved and M & M dismisses the State Lawsuit and
Federal Appeal, the Superintendent forever discharges and releases any potential counterclaims that

he could assert in those actions.



6. Upon execution of the Consent Order, M & M shall deliver to the Superintendent
a cashier’s check in the amount of $502,000.00 (Five Hundred and Two Thousand Dollars) for his
review along with this Agreement and the Consent Order.

7. Immediately upon issuance of the Consent Order, M & M, at their own expense, shall
return to the Department all confidential documents the Superintendent produced in response to
discovery requests in the Federal Lawsuit or, at the Superintendent’s election, certify to counsel for
the Department that such documents have been disposed of in a manner mutually agreed upon by
counsel for the partiés.

8. The parties may sign this Agreement at different times for convenience sake. This
Agreement shall not be effective until after all partiles or their IaWﬁﬁ agents have signed this
Agreement, after which the effective date shall revert back to the date that is first set forth above.

9. This Agreement shall be construed and enforced in accordance with the laws of the
State of Arizona,

10.  This Agreement constitutes the entire agreement of the parties with respect to the
matters dealt with herein and supersedes all prior agreements and understandings, if any, relating
to the subject matter hereof. No representations, warranties, inducements, or oral agreements have
been made by any of the parties, except as expressly set forth herein or in other contemporaneous
written agreements. This Agreement may not be modified or amended orally or in any other manner
than by an agreement in writing, signed by all of the parties

11. All prior oral or written agreements, commitments, or understandings with respect
to the matters provided herein are hereby set aside and no evidence of such shall be admissible in

any proceeding for any purpose absent written consent of all parties to this Agreement.



12.  The proper venue for any proceeding at law or in equity or under the provisions for
arbitration shall be Maricopa County, Arizona, and the parties waive any right to object to the venue.

13.  If any proceeding or action shall be brought to recover any amount under this
Agreement, or for or on account of any breach of, or to enforce or interpret any of the terms,
covenants, or conditions of this Agreement, the prevailing party shall be entitled to recover from the
other party, as part of the prevailing party’s costs, reasonable attorneys’ fees, the amount of which
shall be fixed by the court, and shall be made a part of any award or judgment rendered.

14.  Each of the parties to this Agreement represents and warrants that:

a. It has the power and authority to enter into this Agreement and to perform its
obligations thereunder;
b. It has taken all action and has secured the consents of all persons necessary

to authorize the execution, delivery and performance of this Agreement; and
C.. This Agreement has been duly executed and delivered by it and constitutes
a valid and binding obligation enforceable against it in accordance with its
term.
15.  Nothing contained herein has been agreed to for the benefit of any third party and
nothing herein shall be construed to provide any rights to any third party.
IN WITNESS WHEREOEF, the parties hereto have executed this Settlement Agreement as
of thi y of August, 1996.

MILLIKEN & MICHAEILS OF ARIZONA, INC.

N

Michael Sandergbn, Shareholdér and Director
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TABJAA, INC. D.B.A. METROPOLITAN CONSUMER
COLLECTION SERVICES

T‘érré Boyer, Pyz/sident

ARIZONA STATE BANKING DEPARTMENT

%’A’M&w\ 28, (496

R_ichar@,(f. Houéworth, Superintendent of Ban{#




STATE BANKING DEPARTMENT

RICHARD C. HOUSEWORT- FIFE SYMINGTON
SUPERINTENDENT OF BANKS GOVERNOR

August 26, 1996

Peter M. Wittekind

Snell & Wilmer

One Arizona Center

400 East Van Buren
Phoenix, AZ 85004-0001

Dear Mr. Wittekind:

Reference: Milliken & Michaels of Arizona, Inc./Tabjaa, Inc. Hearing File No. BHN95-
013 and 95-014

Enclosed is a copy of the executed Consent Order, the Addendum to Consent Order and
the Settlement Agreement in the above reference matter.

Please call Assistant Attorney General Felecia Rotellini at (602) 542-3702 with any
questions.

5‘7(13;,
i z % YA
V. John e

Deputy Superintendent of Banks

VICib

enclosure

2910 North 44th Street * Suite 310 = Phoenix, Arizona 85018
Telephone: (602) 255-4421 + Facsimile: (602) 381-1225



